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FORWARD

One of the chief problems confronting public education today is
the need for more equitable distribution of financial resources. Not
only must we find new ways to finance public education, we must also
explore ways to use existing funds more wisely and assure that educa-
tional resources are distributed equitably and on the basis of educa-
tional needs.

"The Financial Aspects of Equality of Educational Opportunity"
is a report presented to the Select Committee on Equal Educational
Opportunity. The report summarizes present inequities in school fi-
nance, reviews the causes of these inequities and recent court decisions
and concludes with a series of recommendations. The Select Commit-
tee is indebted to Joel S. Berke and James A. Kelly for their work on
the committee's behalf. This print also includes a report by Joel S.
Berke and John J. Callahan, "Inequities in School Finance," which
examines the impact of recent school finance decisions and proposed
revenue sharing programs, with particular attention to the problems
of large urban school districts. These studies are reproduced here be-
cance they have important implications for the future of public ele-
mentary and secondary education.

WALTER F. MONDALE,
C hairman, Select C ommittee on Egual Educatioinal 0 pportunity.

(V)
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Chapter I

INTRODUCTION

The elements of American educational finance are bacoming increas-
ingly familiar to those who arc concerned about the condition of the
public schools of the Nation. Yet the fact that those familiar financial
arrangements are the cause of widespread and systematic denials of
equal educational opportunity is largely unappreciated. In fact, the
ways in which we raise and spend money for ed.ucation guaranteos that
chi1dr8n who come from the most wealthy and prestigious communi-
ties will ordinarily be provided the best education that the public
schools can offer, while those who begin life with the disadvantages of
impoverished family and neighborhood backgrounds will generally
be relegated to second-class schools.

In all the States except Hawaii, public elementary and secondary
education is financed by a combination of local, State, and Federal
resources. Local funds, derived from the real property tax, provide
better than half the revenue for elementary and secondary education
for the Nation as a whole. State aid, officially designed to assure a
minimum statewide level of services and to offset local variations in
taxable wealth, provides more than 40 percent of total public school
funding. The national government, the junior partner in educational
federalism, furnishes the remaining 7 percent of school revenues
through a series of categorical programs intended to serve particular
educational purposes.

This report will discuss this partnership for financing public ele-
mentary and secondary education and will analyze the ways in which
that system contributes to educational inequities. We have divided
this study into five major sections :

1. .A8 a means of providing clarity in an area often character-
ized by vagueness, we define our understanding of equal educa-
tional opportunity.

2. We describe the patterns of fiscal disparities that exist
allying and withi school districts.

3. We discuss the reasons for these disparities, examining the
role of local, State, and Federal programs.

4. We turn to the courts, and analyze the impact of Serrano
versus Priest and Van Dusartz versus Hatfieldrecent cases that
have declared systems of school finance unconstitutional in Cali-
fornia and Minnesota.

5. We will advance several suggestions for moving toward
more equitable patterns of school finance.

(1)
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Chapter II

UNDERSTANDING EQUALITY OF
EDUCATIONAL OPPORTUNITY

Like democracy and justice, equality of educational opportunity lifts
almost as many definition8 aS it does definers. Rather than simply
adding 'our own preferencis to those of our many, predecessors, we
would like to assist the committee to sort out the central themes in
the differing approaches.

As ft start, we would suggest two major distinction's. In the first,
category ftre those conceptions which emphasize equity in the distribu-
tion of educational servzces and their outcomes, educational achieve-
ment. The second major perspective sees equality in education pri-
!wilily in terms of how the Cost.9 of education are distributed. Most
conceptions of equality of. educational opportunity suffer because they
fail to concern themselves with both sides of the problem,,equity in
the: distribution of education as well as equity in bearing their costs.

at JAG Eim,c,vriozo OPPORTUNITY. AS EQUITY IN .EIMCATIONAL

''SERVICES ' ANO ACHIEVEMENT

ABSOLUTE EQUALITY IN SERVICES
,

.WO begin with what is probablyin our eyes unfortanately sothe
most widely, prevailing concept of equality of educational. opportunity,
absolute equality .or identity in the level of educational .scr vices acl
corded all children. guch ft view frequently measures tlie level,of serv-
ices in terms, oCequal per-pupil-expenditures or .equal eXpenditures
adjusted for vast, differentials,; or.else bysome crnde,inclex 0.0e:qual-
ity Oteducation,,such, as. equal pupil-teacher ratios, or the Iike., 'fhis
view' of; the yequirementS of equal opportunity in, education is Sm.,
quentlY voiced. by.those :Who have been so impressed .and distreAScd by
the marked dispftritieS in school serVices that they turn to its coaverse,
absolnte eqUality,.,ap a yeady, remedy. Besides stieSsing its simplicieyt
those, who favor this test :also suggest it as ft useful. minimitm 'step in
Moving,toward fall educational equality because it, would servc,as,aii
immense adVance over the curront system which regularly Works to the
disadVantagc of the poor a,athe minorities. .

, his our, vierV, however, ,that, this is a case where "the,better" is the
enenay.of "the best," .and thae.aCceptaliC of ft definitioh, of pcinal or),
porhunty, m tpyrcis of:equal Ocpenditurcs or servkes fOr all :Children
is in.opposition'to what We ,know about the differential learning apti.:
thdps' of children; or,,vhcq,ive.take' to be ft dominane.,;.oal Of Ameri.L
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can education, that is furthering social mobility. To be meaningful,
we would suggest, a theory of equal educational opportunity must
take into account both :

1. The purposes of education ; and,
2. What little we know about how children from different back-

around§ and with differing abilities learn.

SERVICES RELATED TO EDUCATIO*AL NEED'

A primary function of public education in A merica has been its role
as a vehicle for social mobility.. The .goal has been to equip children
of moderate means and meager status with the skills needed to com-
pete on equal terms; in the search for a good life, with children of
higher station and greater wealth. While, as a perSonal matter, edu-
cation may well be seen as an end in itself ; as a public service educa-
tion is a means to a number of civic and economic endschief among
them being equal opportunity in the competition. of life. Equal edu-
oatiottal opportunity should be intended to serve that larger goal ; and,
as our society has come to place increasing emphasis on credentials,
degrees, and technical training, the role of educatiOn has become even
more important in determining life chances. 'Meaningful equal edu-
cational opportunity, therefore, must equip children from any back-
ground to compete on equal ternis with children 'from any other level
of society.

The implications for public policy that 'spring from this under-
standing of the goal of equal educational opportunity are clear : More
services mast be focused on those with disadvantages in their ability
to succeed in school so, that when their basic education is completed,
children from differing racial and economic groupsas nearly as pos-
siblestand on an equal footing in terms of educational attainment
with children who began school with greater advantages. Individual
differences in .achievement there must alwayS be, but equal educational
opportunity requires that educational resources should be diatributed
to offset societatand inherited inapediments to sucCess in.life. In short,
equal educational opportUnity meang that serVicesand thus expend-
itUreashould. be' relathd to educational need 'Eta 'defined' abOve.

Neither of the authors of this testimony Would ininiMize the' prac;.
tied difficulties in impleinenting thisvie* of equal editcational oppOr-
tunity. We. are 'both aware of the que§tionable results of previOuS
large-scale efforts. at compensatory eciticatiOn liko Title 'I 'of ESEA,
and some of the largelocal programs like' NeW York's More EffeCtive
Schools. We knew .that educating the children of the _poor arid Of
racial minorities ita one of the thingi 'Atrierican schools d.o Worst. We
are not unaware 'either of the.evidence 'Of the' apparent impotence of
schooling in coniparison with out-of-scheOl influence§ on children: And,
we have both had the opportunity, in previeufiresearch,of developing
techniques for identifying educational' need=beth on' the basis of
admittedly imperfect achieVement teSti, ineon the basis of social
and economic indexes of 'need.' Yet' with all' the problems associated
with if, allocating restnirces in proportion'to educational need'Seerni3
an indispensable part of a meaningful publie policy 'designed to fur-
ther equality of educational opportunity. We shall use this view as
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one of the tests y which we shall subsequently measure the degree of
inequity in the ancini-', of education in the United States.

EQUAL EDUCATI NAL OPPORTUNITY AS EQUAL/TY IN BEARING TILE COSTS

'HOW 'the costs 'of education are distributed is another important
theme in discnsSions 'of equality of edudational opportunity. Indeed,
mnCh' ofthe court's concern in AS'errano versus Przest was directed to
that question. Their findingsthat poor communities which taxed
themselve's at higher rates were frequently unable to support educa-
tional 'services St as high a level as 'richer communities taxing them-
selves at lower ratesweighed heavily in the court's decision to find
that system in violation of the equal protection clause of the Fourteenth
Amendment.

EQUAL SERVICES FOR EQUAL TAX EFFORT

.'Oneipb§sibkoUtdome ot the SerranO decision would be. a system ar-
fanged SO. that "cOniiiinnitieS itakhig eqiiallak effort receive equal e du-
Cational"fierviceSi Pérhatikthe fiitige persuasive Spokesinen for this
.vieW'are anthOrs'of 'the inflnential Amiens brief in the Cali-
fornia' 'Ciie; John 'Cooh and Stephen'. Sugarmanwho are. also the
author§ 'citan iMportant new book ori 'educational finance.* They ar-
tine Oat tlie.'right 'of- lôë cheel diStricts tO 'Opt. 'for differenilevels Of
ediicatiOnal'OfferingS 'AM& 'be iiiiintainedVbut thatleath',communL.
ity should have an equal opportunity to select any given' leVel of edu .
cational expenditure. State aid would make up the difference between
the yield of millage levels in districts with differing tax bases. Thus
the State would guarantee that equal tax effort would produce equal
education. The principle of power equalizing, as they call it, could
theoretically be extended te the family level as well as to the school
districtbut the principle remains the same. In either case, the test of
equity is the power of equal tax effort to purchase equal services. It
is consistent, it would seem, with one of the familiar principles for
judging the fairness of a revenue systempayments in proportion to
benefits received.

TAXATION IN PROPORTION TO ABILITY TO PAY

While benefits in accordance with payments is one possible definition
of equity, a criterion that seems far more in keepmg with modern
democratic ethics is taxation proportional to one'sor a school dis-
trict'sability to pay. This criterion of equity underlies the graduated
income tax, for example, and would be approximated by systems of
State or Federal aid for education which used a sophisticated measure
of community wealth as the criterion for school aid allocations. Pat-
ently,

ifor
many school systems the amount f taxable prperty per

pupil s an inadequate measure of their ability to pay. Income may be
more realistic, or a combination of the two. In addition, a measure that
takes account of the greater demands of a wider variety of public
r'l

ijOhn E. COODB, William H. Clime III, and Stephen D: Sugarman. Private
Wealth, and 'Pune Ildsoatim Cambridge : The Belknap Press of Harvard
University,1970.
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services neCessary in urban areas should alsb be used, Measurinff effort
by the total tax ratemunicipal and edficational tax ratesis one way
of doing that.

In establishing a definition for equality Of educational opportunity,
the way ,in which costs of education are distributed is an, important
component to be considered. Our preference M developing Rich a defi-
nition is for a system. which distributes the costs of education in propor-
tion to a realistic measure,of a community's or the individual's ability
to pay. For .educational finance, the adoption of this gOal would, call
for new approaches to equalization in most States of the Nation.

8IIMMARY .

In short, in both the distributionlof services andin the'methOdS
supporting these 'servicesn iniMber of definitiOnS -of 'equality of educa-
tional , opportunity .are available. While .we have expressed our, prefer-
ences among.these competing criteria, whatis probably most important
for: this 'committee to note:is : ,That, regardless: of which of these .teSts
of equity one wishes to. apply,the, current, SYstem of financing public
education in the- United .States, fails; to qualify. ,I9i,short, .there ft.:no
recognized .te8t of equal. ;educational, opportunity, !which :our ,current
system, :of education finance 28. able to, meet. in the rieXt:section. of our
testimony, . we present , exqmples, of; the. evidence from Which We, Ara*
that conclusion.: . .

.1 1 .. 1;1', iiHS
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CHAPTER III

THE PROBLEM: INEQUITIES IN SCHOOL
FINANCE

THE MAGNITUDE OF EDUCATIONAL REVENUES AND EXPENDITURES

The magnitude of the American public educational enterprise is
breathtaking. Designed to educate all children through age 16 and
mast well beyond that point, public schools enrolled 47,238,087 students
in 1969-40 and spent S39.5 billion. Almost 50 million Americans were
thus involved on a full-time basis in public educationmore persons
than are found in any other segment of American life..

Total expenditures for public education in America haVe risen dra-
matically in the past half century and particularly during the decade
of the 1960's. Between 1900 and 1970 total expenditures increased by
153 percent from $15.6 billion to $39.5 billion. During the same.period
enrollment increased from .36.1 _million to 47.2 million, or lust 30
percent. .

: .

Expenditures for public education have risen more rapidly than
general indexes of die NatiOn's weafth. Public sehOol spending ab-
sorbed 2.3 percent df the grOsS national product (GNP) in 1949; but,
by 1967 schools 'spent 4 pereent of GNP. During those 18 years GNP
increased at an average annaal rate of 6.4 percent while school eipendi-
tures rose at an annual rate of 9.8 percent. . .

These figures, Of coin.* incInde only the direct costs Of piiblic
eleMentary and secondarY edneation. While they will nOt enter our
analysis, other nonpublic and indirect costs add significantly to educa-
tional expenditures broddly understood. Nonpublic schools enroll bet-
ter than 10 percent of the Nation's schoolchildren; on-the-job training
programs in industry, government, and the Army educate millions
more. Perhaps' the largest' sing:le indirect cost of public educationa
Cost frequently ignored by writers in the school finance fieldis the
earnings forgone by students who attend school father than obtain
employment. Forgone earnings of students, aged 16-and-above, were
estimated at between $20 and $30 billion in 1967, assuming- that approxi*
mately 75 pereent of theni Could have been employed if they so desired.

Despite- these Massive ,expenditnres, hOwever, we faCe a fisaal eriSis
ill education. Increases in class size, elimination of experimental pro=
grams, and- early closings are but the most dramatic manifestatiOns Of
what happens .when ednOhtiOnal revenues do not keep up with COsti.
Yet despite the serious:plight of Many sehool systems, the greatest
-financial orisis is not the' overall inadequacy, of public spen ng .for

70-987-72-3

(7)
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educathn. The real crisis is a crisis in equity, not adequacy, for if sub-
stantially more funds were suddenly forthcoming tomorrow, under
present patterns of allocation inequality of educational opportunity
would be as great then as it is today.

VARIATION-6 jk.' SMOOT., ; SPENDING

Variations.in expenditures,across the Nation are, spectacular.. A. care-
ful stildy'Some years ago, found variatcons bfehissrOoni'exiienditures
for the entire country of 47to-=rafter the obviously unrepre-
sentative districts had been eliminated.

_

TABLE 1.Current expenditures per Classroom in .1960

Selected items
Classroom expenditure, level :

High
Amount
$25;237

At the 98th, pereentile 13, 177
At' the 90th pereentile `. 11, 063
,At the 75th percentile 9; 697
-Median for United States 7, 528
At the 25th percentile 5, 708
At the 10th percentile 4, 365
At the 2d percentile 3,.410
Low .1, 495

SOURCE : Profits in School Support, U.S. Government Printing Office, p. 4
Forresty. Harrison and Eugene P. McLoone. -

' Within individual States, high' spending digtricts outspent their
low spending neighbors by better than two to one..A quick check of
current data on high and low eXpenditure per pupil dietricts collected
for 1969-70 showed even higher ratios ; 'but, the twO studies are non-
comparable in their techniques and' do hot necessarily suggest a trend
tOward greater disparities. (See Table II.)

TABLE ILIntrastate disparities in per pupil eXpenditul'es 1969-70

High/low
index

Alabama'
Alaska' Reyenue pupil§
Arizbna
'Arkansas
California
Colorado
Connecticut
DelaWare
DiStrict`of
'Florida
Georgia'
Hawaii, -
Idaho
Illinois'
Inthana
Iowa
Kansas
Kentucky

$581;
1, 810
2, 223 ,

- 664
414

2, 801
1, 311 .
1,,081. :,,
. ... ,,
1, 0362

736

'2, 295'

1;167,
1, 831

885

2,

;

`

-1

:$344

..

.:

-,

436
343'

' 569'
444

,499
633

593
365

,474
391'

. 592 t .

454
358

,

1. 7
3. 8
5. 1
1. 9
4. 2
6. 3
.2. 6
1 7

1. 7
2: 0

,, 3. 7

:, 2.: 0
4. 0
2. 5
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TABLE ILInter8tate disparities in per pupil expenditures
1969-70Continued

High .

Low
High/lOW

index

toniiiana 892 499 1. 8
MiV.rie'"--. '' 1, 555 ' *229*.T 6. 8
Maryland 1, 037 635 1. 0
Massachusetts 1, 281 515

491 ' 2. 8MiChigan ' 1, 364
Minnesota 903 370 '.' ' 2. 4
M4sissippi 825 283" ":- 3. 0
Missouri 7 : 1, 699 213 ., '. 8. 0
Montana averageof groups 1, 716 539 '2. 3. 2' ..Nebraska average of groups 1, 175 623 1. 9
Nevada .

1, 679 746 ;New Hampshire 1, 191 311 3. 8
New Jersey 1968E-69 1, 485 400 3. 7
Mew Mexico 1, 183 '477' - ' 2. 5
New ,York 1, 889 669 ', .2. 8
North Carolina 733 467 1. 4
North Dakota, connty averages -686 2. 3
Ohio :413 : .' .4. 0
Oklahoma 342 '- .. 7. 5
Oregon 1, 432 399 - .. 3. 5
Pennsylvania 1, 401 ... 484 2. 9
Rhode Island 7-; .,.. 1, 206, : ,531 -. i 2. 3
South Carolina 1. 610'.., ,.1...5
South D,akota l',* 741* ': 350 ''' 5: 0

-' 315" ... '. n''. 2..4TennesSee; '.

TeXas- ' ,.. ,,,.,..., . *.5, 334 '
Utah_ 1, 515 533 2. 3
Vermont_ , - 1 .517 . 357. . 4. 2

.. , " ' 020* '. ..; *t 441 . ''' "2. 6
Vir,ginid, ,:

.. !,. .; ..)1 .- : 3,.406** ; , !: ..7.8Washington
., .

.. i 722 ..: ; ,', .!,502 , ,' ; , :: : 1.!. 4West:Virginia
WiscOnsin ., ; .,i. 1, 432,,,, .. .: 344 . . -., .,.. 4. 2
Wyoming.. '-' *. '. *14 554- 618 . . 23 6

. .. ...:,,..,..,.
.. . ,. ..

r . ; ;

; /.
NOTES .

',Per Neiv. Jersey data are for fiscal year .1969 since 'fiscal year 1970, data were
not yet available. , . ,

For. Alaska,dafa represent:reyenue per, pupil.. .
-2FOrMontana .and Nebraska data-are high' and low of average, for `diStrictS
krbuped siie: :

...Tor North Dakota .dati.arelaverages of 'expenditures of all districts 'Within ,a
f:: , , i ',;,;;; tIti

., Data are'not",fully comparable betWeen St'ates Since they,are,baSed entirelY,on
What'data the indiVidnal State'ineluded in their.expenditures-'per:p`upil analysis:

I .; f: ' 1 ,-` 't ,-,.!:t
f §PYF9c :, State rtd yl ttS;Repos anerba,conac .With. Sta6 10ificialsr

. ..

!1: _1 f . ,f, , , ,!(L, ;I, oil if
UENTRAL UTITbIIBURBAN DIsrmutns

Of .t.1* edifeatiOnalfinatic'e'is tliat*driations
in ex c:lnditni:esjoften.01). ,,,, 4iCtedlOrellneatfonaliieed:I

C erirk °Rowing tea ii- and expenditure data contras s con

: ' . .
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central cities . with surrounding high ;prestige suburbs. I (See Table
III.)

TABLE M.Comparison of pupil/teacher ratio in selected central
cities. and suburbs, 1967 1

City and suburb
Pupil/teacher

ratio
Per pupil

expenditures

- Los Angeles
, Beverly Hills
, San Francisco
I, Palo Alto
:. Chicago

Evanston

27
17
26
21
28
18

,

,

$601
4,192

693
984

. 571
757

Detroit 31 530
Grosse Pointe 22 713

St. Louis 30 525
. University City 22

,

747
New York city 20 854

Great Neck 16 1, 391
Cleveland 28 559

. Cleveland Heights 22 703
Philadelphia 27 617

Lower Merion 20 733

1:Taken froth: The Urban 'Education Task Force Report (ivigop. d. Rilei,
Chairman), New York, N.Y.: Praeger Publishers, Inc., 1970. '" ' ' r

Source: Gerald Kahn and 'Warren A. Hughes, Statistics of Local Public SchOol
Systems, 1967, National Center for EducatiOnal Statistics, U.S. Office of EthicatiOn.

Note that in every case,' city students had less money spent on their
education and high.er pupil/teacher ratios to contend with thaii did
their high-income counterparts in the favored schools of suburbia. In
a recent studY 'Of five large industrialized States, it was found that in
Your of the five States, central cities averaged nearly $100 less per
pupil in total expenditures than did the suburban districts.*.

The real inequity, however, lies not in the fact that cities often spend
less per pupil than their suburbs for education. Even if urban expen-
ditures werd the, equal of suburban expenditures' or exceeded them
slightly, as is the case in some sections of the Nation, the, denial of
equal educational opportunitYwould pertist For the Cost'of prOviding
educational 'services in large ceritral cities is far niore th iaii t is in th.e
suburban' ring. As a result, when cities. spend the same or slightly
more than their neighbors they, are getting far less in proportion to
iliekedUcatiorial need: The reasonS,are these :' First the' cost 'Of things
schooli must purchase are'hikber in'large,citieS; ankgeCOlid;
have far higher prdriortions 'of edudittiehally 'disadvantaged pupils
who need more, conceutFated andexpensive programs if the are to

,!JoelSBerke, Stephen-K. Bailex, Alan, K. Campbell, Seymour Saeka ; Federal
Aid Pisblia,.13d#Oation: Wha:Benefltaf,31$.ISenate' Select.Pirimittee on Equal
Edidttfonal 'OPPOrtniiiti Connnittee'Pkint, 'GOVerniiierit''Printing :001e6; April

ti'fk :it ."(1;`; :
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achieve at average grade levels. If espial opportunity in education im-
plies that resources should be allocated in proportion to educational
need, the cities with their higher proportions of the poor, the physi-
cally and mentally handicapped, the foreign born, and the victims of
racial discrimination laa far behind their rightful level of educational
services.

Data on A representative-sample of New York State school districts
makes these points rather starkly. Grouped by property wealth cate-
gories, city school districts and noncity districts are contrasted in re-
gard to their education tax rates ; their tax rates for all municipal func-
tions ; their State aid for education ; their total expenditures per pupil;
and lastlY, by two measures of educational needthe- percentage of
the school district's pupils scoring two grade levels or. more below
the north, and the percentage of pupils from families receiying wel-
fare payments under the Aid to Families with Dependent Clulthen
program.

4
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The results are clear. Cities have somewhat lower education tax
rates, but consistently higher tax rates for all functions. Their State
aid is slightly less than it is for comparable noncity areas, and their
expenditures for education lag even more. What is more significant,
however, is that these somewhat lower expenditures must serve a stu-
dent population which the last two columns demonstrate consists of
twice to three times the proportion that noncity areas have of students
who are educationally disadvantaged by either an achievementthird
°Tack reading abilityor an incomeAFDC qualificationmeasure.

DIRECT CORRELATIONS BETWEEN COMMUNITY WEALTH AND

SCHOOL SPENDING

Inequities do not arise simply because of contrastsbetween the fiscal
and educational characteristics of city, suburban, and rural jurisdic-
tions. Even within suburban portions of metropolitan areas there is
a clear pattern of higher quality education in districts with higher
economic status, and their is considerable variation in the economic
standing of suburban school districts. For example, correlations be-
tween rank in property valuation and rank in per pupil revenues is

virtually perfect in Table V despite the existence of State aid systems
which are nominally equalizing. (See Table V.)

Table VI ranks the same school districts from Table V on the basis
of their median family income. Again we find a general pattern of
higher school revenues the further up in the income scale of communi-
ties one goes although the relationship is somewhat less clear than it is
in Table V. Yet in acli of the five metropolitan areas the highest in-
come school districts spend more per pupil for education than did the
lowest. In short, "them as has, gits" when it comes to the distribution
of school resources in the five metropolitan areas of Boston, Los An-
aeles ) New York, Houston, and Detroit.

These patterns and exampies._are not isolated instances. They are
duplicated in countless studies and through the official reports of vir-
tually every State in the land. Quite simply, they are typical examples
of the fiscal roots of inequality in educational opportunity that charac-
terize the distribution of the benefits and burdens of American public
education.
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DisrAnrrus WITHIN' SCHOOL DISTRICTS

The immediate impact of educational finance occurs, however, in
individual schools. Yet commenting upon the patterns of disparity
in the allocation of resources within school districts to individual
schools is at present a hazardous activity in all but a few school sys-
tems of the country. Adequate schOol-by-school data are frequently
unavailable and often unreliable.

However, some things can be said about expenditure patterns by
schools. First, patterns of discrimination which assigned lower re-
sources to students who were black or of lower socioeconomic and
minority racial status were probably both common and systematic
through the 1950's and early 1960's. Studies of Detroit, New York,
and Atlanta found fairly clear discriminatory patterns. Since the
mid-1960's, however, scattered evidence suagests that at least in ex-
penditures intradistrict discriminatory pa''tterns are weakenina or
yielding tO very mildly compensatory ones. But the source of the
change appears to be predominantly the effect of Title I of ESEA
and State funds earmarked for the disadvantaged. Studies of Chi?
cago, Rochester, Syracuse, and a decentralized district in New York
City reveal this phenomenon. In the New York State study, schools
with the highest proportions of low achieving pupils received less
funds from local and general State aid money than did the most ad-
vantaged schools ; but, in those three cities, schools with low achieving
pupils had 15 percent, 6 percent and 0.15 percent more to spend when
Title I and State "urban aid" were added.

Yet even these studies shoWed that teachers who were less ex-
perienced and new to the district were concentrated in the schools with
the highest proportions of educationally disadvantaged. Patterns of
rigid discrimination in funding may be breaking down as measured
by expenditures and by some school service measures. But what actual
compensatory spendin7 and staffing has occurred appears to be of
very mild dimensions bcdeed.

THE RURAL SCHOOL FINANCE PROBLEM

If there is a distinctive urban problem that is apparent in contrast
with suburban areas, there is also a distinctly rural school finance
problem. In the latter case resource inadequacy for education is not
primarily the result of competing demands for governmental services
as it is in more urbanized areas. Rather the problem is frequently the
virtual absence of taxable property, and variations that come from
the location of particularly valtiable realtysay resort facilitiesis
all the more apparent. While rural areas have not suffered from the

idiscrimination n the distribution of State aid that Cities have, their
high educational need is quite parallel to the urban situation. The
following table shows several of the dimensions of the problem of
rural areas, and Table VII casts additional light on the problem.
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TABLE VILCapacity and need in central cities, outside central cities,
and rural areas in 1969

Central
cities

Outside
con tral

cities

Outside
metro-
politan

areas Total

Fiscal capacity: 1 Median family
income $9, 157 $11, 003 $7, 982 $9, 433

Need: I
Households below the pov-

erty level 1969:
Number (in thousands) 2, 865 1, 670 4, 124 8, 659
Percent_ 14. 5 7. 8 19. 0 13. 8

Families below the poverty
line 1969:

Number (in thousands)._ 1, 484 931 2, 533 4, 948
Percent 10. 1 5. 0 14. 0 9. 7

Persons below the poverty
line 1969:
Number (in thousands)... 7, 645 4, 492 11, 894 24, 031
Percent 13. 3 6. 2 17. 1 12. 1

Median school years completed
1969 12. 6 12. 7 12. 4 12. 6

Percent teachers with B.A.2 1968._ 96. 8 95. 9 91. 4
Percent teachers with M.A.2 1968._ 28. 6 24. 5 18. 7

Data compiled from: U.S. Department of Commerce, Bureau of the Census,
Special Studies, Social and Economic Characteristics of Metropolitan and Non-
Metropolitan Population p. 23 No. 37 Washington, 1970.

2 HEW, OE, NCES, Statistics of Rural Public School Systems: Personnel, 1968
p. 10.

.nresetturros'ii



Chipter IV
INEQUITIES IN EilUCATIONAL FINANCE:

THE. CAUSES

In the 'absence of explicit conStitutional assigninerit of educational'
responSibility, te 'the 'Federal Government; plenary power Over 'edu-
cation-re:As, with 'State 'governmeritS.' In virtually Very State, ; the
legislature is :required 'by the Stites constitution tO establish and
maintain ,soinekirid. Of sySteni of Jinblic edricatiOii. State 'tra-'
ditiOrially "delegated' Much. -Of their. iiihererituebritrol :oter education'
fo local schdol 'districts, '90 percent Of whichire' indePerident 'Of local'
gOvernthent but dependent upOn. the State legislatukelor their POWers..
Thus has emerged the system of mixed, or shared, power that' charac-'
terlies. Statellocal 'nelatiorishipe in 'pnblie education-.

The' tradition' of delegating, 'State pOiVerS' to local ithool districta
haS' the Most 'profound ithPlications 'School finance: Ai 'We have
preijorisly 'mentioned, Stateg, 'riSually alloW' 'local sehool:
aCceSs te certain:. takable tres'orincestypidally real 'propertY taxes-7-,
frOm' whiChSehOO1 dignicts are exPeeted tO Obtain a' ConsiderablePOn4,
tion of their revenues. TheSe' local' revenues 'are'snpPlernented' with;
Irina, derived frorri State taXes., In '1970-71.,States provided Al per-
cent of the.frinds used ,for public, education, while local. schoolidistrict
revenuesmainly frOm the property tax---provided .51 ,percentiThese
proportions have:, remained remarkably , stable oven time. Federal
revenues the: Same year -accounted/Ion, only, 7 percent: .of school
revenues'. ,t;.

In -th eiearly 1930's ,there were approximately 130,000; locallS,chool
districts!. in America,1 in:chiding ;:thousands, , of .one-,room,::01W-Vaoher
districts'.) The snumben of distriCts steadily declined. ,during the;19407s,
1950's;!) and the i 1960!s;nntil in ,19.6940 there were orily; 18,9O t The
delegation of taxing , powers. to: A. vast and changing , iar ray; pi, local
districts -,liasi resulted ni: Iwo cardinal lads T4ocal I school' districts are
grossly unegnal in their local tfiscal,resonrces PET ,PuPil, and, be..level
of fiscal resources is: ,unrel ate& thei types; of .educationaJ programs
needed by, :the , pupils , of, :a, distri ctJ This . arbitrary. ;grant of nnectual
taxing, power: to local:School districts.not onl y distinguishes. 'American
schools; irdni)those, in: most) Other .Nations but is (the:I-nest ,peryasive
single: detetniinant of :the) quality, aria; level 'of educational senyiees i n
local .scheolw:1 rt. .1 t: -!!'c "4

(1f f.r! tmtiT
*I11,1961 only) i1,008hoo1i distrieti Were',:tdepen'antr,on ;local tdOr.n)pr ;county

governments., DepenOngt'AfitrictsiTtre . ofitf frglientlY Pliindt in Urge, sides and
throughout' "NeNV England and. in 'Slates of ItUrylitnd; 'North Cal.olina and
Virginia. N.E.A. Research Bulletin, Vol:.48, No. 2, May 1970. National Education
Association, Washington, D.C., p. 88.

(19)



91,

20

State governments thus have complete authority over arrangements
for financing public schools. States exercise this authority by a va-
riety of legislative actionsspecifying the conditions under which
localities may levy taxes for schools-13y appropriatino- State funds
and determining how they shall be, distributed among focal districts;
and by determining rules regardinekhOol expenditures.

Since .the ,1920.'s the principle of .equalization,has been a central
thrztht Of State:aid. to local SehOO1 distriCtS, Equalization:uSnallyiefers
to equalization of the tax,:burdeii,IOr eilti.:ation or equalization of the
provision of educational services. If the universal State practice of
delegating to school districts the-power to tax implies a pu-blic policy
that . a better: quality, (and; quantity of: public services ,.shou Id , be pro-
vided to ..the., rich than,to ,the :poor, then the,preSnMed intent, of ,State,
44 'equalization'? programs isto nullify the fiscal and.edUcational impact.

,the; delegation of the; prOperty tax to local;districtS. :Actually,:.as,
we,have shown;.StateS:have succeeded iii,equalizing./.1,01,ter fax,bnr7,
dens:Apr educational(serViCeS,f and :the 'resiilt is a ,hodgepOdge
rationalitiesluud, inequities so, .cOnfushig. that :it is obviously ;Wrong;
to ,call the , arrangement, I systeni'.' for finaneing .sChOols in _any hut .

the loosest sense. , .. ..,, : . . . ,..

The effect of a State deCision ;tO. Use loCally:levied property taxeS aS,
the base. for school suppOrt,ivas explained in the 'Serrano decision of
August.* 1.974.:In the majority opini*thecOurt,carefully eXplained,
that rQalifornia's lunding Scheme ,iividiOnslY discriMinates..against
the. poor bec ause, it makes the quality of a, Child'ieducatiOn,a function.
of ,the.wealth of .his pareiits and :neighbors.?"; The argument .is ;so lucid
and persuasiye that we,quote fioni it g length:.

13y..far the MajOr sOiirce tif schootrevenue isIth:e local: real:

vropert'tax.
PursUant to' 'article' IX; !section .6 of the'

orn ia nstitution, the Legislature has authorized the goy-..

erning body of each county; and city ;und 'county, to levy
taxes on the real prOperty :within a school district at a rate
necessary to meet the district's annual education budget. The'
amount of revenue Which a 'district 'can raise 'in this manner
thus depends largely'on its tax baseLe., the assessed valua-
tiOn of real property within it s'borders..Tax bases vary Widely
througheut the State; in 1969-70, for example, the assessed`
valuationper unit of average dailyattendance of elementary
schoOl children ranged from a' low of $103 'to a peak of

'$952,156a ratio of nearly 1 to 10,000. .

The other' faCtor determining local School revenue is the
:rate of tantion within the district:Although the Legislit-,r

: ture has placed.ceilings on permissible'district tax rates,, these ,

' statutory maxima may be surpassed in w,"tax override" elec. :

tioic If a 'majority Of 'the .'district'S` voteri :approve a higher :

rate. Nearly all districts have voted to override the statutory
limits. Thus the locally raised funds which constitute the larg-

' est!portion,of school 'revenue are primarilFa function of the
value of the realtY within i'particularsehool district, coupled'

ft"
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with the willingness of the district's residents to tax them-
selves for education.

Most of the remaining school revenue, comes from the State
School Fund pursuant fo the "fOundation program," through
which the State undertakes to supplement local taxes in order
to provide a "minimum',' anaount of gnaranteed kiPport to all
districts . ." With certain minor exceptions, the foundation
program ensures that each school district will receive an-,
nuallY, from State or local funds, $355 for each elementary
school pupil ,and $488 for each high school student.

The State contribution is supplied in two principal forms.
"Basic, State aid" consists of a flat grant to each distriet of,
$125 perpupil per year, regardless of the relative wealth, of
the district. "Equalization aid" is ,distribUted in inverse pro-,
portion to the wealth of the district.

To compute the amount of equalization aid to which a dis-
trict is entitled, the State Supc7intendent of Public Instruc-
tion first, determines how , much local property tax revenue
would be generated if the district were to levy a ,hypOtheticaf
tax at arrate of $1 on each $100 'of assessed valuation in ele-
mentary school districts and $.80'per'$100 in high school dis-'
trictS. TO 'that figure, lie adds the '$125 per pupil basie hid
grant. If the sum of those two amounts is less than the founda'-'
tion program minimum for that diStrict, the, State contribUtes
the difference. Thus, 'equalilatiOn fund§ guarantee tO the,
pOorer districts a basic minimUni reVenue, while, wealthier:
distrietS 'are ineligible for such assistanCe.

An additional State prograrn of "supplemental aid" is avail-
able to subsidize particuMrly poOr school districts whiCh 'are
willing to make, an extra local tax effort. An elementary dis:
trict with an 'aSSessed valuation of $12,5100 or less per pupil
may obtain Up to $125 more for each'child 'if it sets its local
tax rate above a certain statutory level. A high school district
whose assessed valuation does not'exceed $24,500 per pupil is
eligible for a supplement of up to $72 per child if its local tax
is sufficiently high:

Although'equalization aid and supplemental- aid -temper '
the disparities which result from the vast variations in real
in:Operty assessed valuation, wide differentials remain in the
revenue available- to individual districts and, consequently, in
the level of educational expenditures.* For example,,in -Los
Angeles County, where plaintiff children attend school, the
Baldwin Park Unified School Distria exPended 'only $577.49
to educate each of itS pupils in 1968-89; during the same year

' the Pasadena Unified School DiStrict spent $840.19 on every
student; and the Beverly Rills Unified School District paid

. out $1,231.72 per child. ,

*Statistics compliCd bY the legialative analyst show the following range of
assessed valuations per pupil for the 1969-70.sohool year:

, .

rpic
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Similar spending disparities have been noted throughout
the country, particularly when suburban 'cOmmunities and
urban ghettos are compared. (See, e.g., Report of the Na-
tional Advisory Commission On Civil Disorders (Bantam
ed. 1968) pp. 434-436 ; U.S. Commission on Civil Rights,
Racial 'Isolation in the Public ' Schools (1961). pp. 25-31;
Conant, Slums and Suburbs (1961) pP. 2-3' Levi; Vie Uni-
ver8ity, The Prof es8ions, and the Law (1968) 56 Cal. L. Rev.
251. 258-259.)

'1.Zhe source of these disparities is unmistakable : in Bald-
win Park the assessed valuation per child totaled only$3,706;
in Pasadena, assessed yaluation was $13,70 i6; while' n Bev-
erly Hills, the.correslionding figure was $50,885a ratio of
I to -4 to 13. TM's, the State grants are inadequate' to offset'
the inequalities, inherent . in a financing Systhm based on
widely varying loeal tax bases.

Furthermore; basic aid, which constitutes-about half of
the State educational funds, actually widens the gap ,between
rich 'and poor' districts. Snell aid is distributed on a uniform
per pupil basis to all 'districts, irrespective Of a' district's
wealth. Beverly Hills,' as 'Well as Baldwin Park; receives $125
froin the State for each of its students.

'For `BaldWin 'Park the hiiSic grant is essentially meaning-
less. Under the foundation prograni Ole State must Make up
the difference between $355, per 'elementary child and .$47.91,:
the amount of revenue ,per child which. Baldwin Park could
raise by leyying ,a;tax ,of $1 per 190, of asseSsed'-valuatiOn.
AlthOugh under present law, that difference, , is composed,
partly of basie' ard and partly of equali,zation aid, if the,
basic aid grant did not exist, the district would 'still receive,
the same amount of State aidall in ,equalizing 'funds.

. , .

(Continuation of 'footnote from. previous Page.)
Elementary High school

n.: ; r : ;II , ,, , .:

Low .:$103.., ,., ::::$11, 959
Median_ ' , . ,19 600.: 1 41 300
migh...... "952; 156 349, 093

, ,,t .:,.,:.; .. .., ',.: :. ,. -.:,: - I-, : ...' ; :..,.... -.v., ' ': , :, ..,ti

(Legislative Analyst, Part Vi8upra,;p...7.) i , . .

Per pupil-expenditureS diiiing:that; year alsio`VariedWiilely; , , .

, .,
*1!:'` . 7!,1!"!(i% ; :", f,i!:.i!

r;);; r 01. ;-1; Unified

Low $407 d f' ' $722 ";!/, $612
Median 672 898

.!i t. ' if.1:; 414
r`,7 ;!;.:!(!i f,(() (,11,

(Id. at p. 8)



For. liigygly rthe., S125 fht grant :has. real
financial -SiirnifiCan'Og. Since a tax' .rate .6f 1 pei;',$i00 there

:

; fArl.t09 00h 't0,qviqify for equ titling aid:Nevertheless,
Child froin the ;State.; Wilk' efil argip4 '

eciinOrniC ;between ieiiticftiiiicvviii' '

.

-.The Most 'obviiius;:ft.ibeil problem Of iirbaiiedu'dittioii :city
SehOOls.'dO' tick' haVe' enough.' Money: The'degtegate, level :of -1:esOurceS
CUrreiitly'beink alloeated. to' -urban edudaticin .by: local, State;;and,na-
tionii:goyernnieritS'is; inadequate *hen -conipare d ;to irklU ireinents kir
exPetisie edikatidrial serViceS.Thit thiS,kemingly -giippie.;probleim iof
an inidegiiiiteievaiif're'SonideS tiiiiis-Ou4On 'Closer 'ekaminatibni Wbe,

COMbiiiatiOn:-Of !niniferOuS'O'Verlapping:AnctsOinstimes ontradictory
factorS''de4ly inibedded Fin! ihe ;intrieate [iilterioyernirietal: ;relations
-Of rOdVederal Vsten:i' !FOr: inStanc6;iikano(probleMs%iire;priiiily
RiCal OiartiCter; sneli aSIninnicipal overburden.; shrinking Assesimerit
.ratios, or de4yiog property ta*chase;; matters , Shall ,later

ir) i

tiUt 'When Such'. fiscal eirduinitanceS !are! coinbined ;withi'thelsteadY
floW of I educated ! people , Out citieS=41 trend.: that has -now ); been
-obserieil szir!fiNies- deoades=0.1i'di their, repliCeMent the: city by. ,less
weii4Aueitkd:persons.irequiring-eitensivepublic iservices;stich as. edu,
Cation;; city s-chooki find themselvestht. it 'double bind SO Serious thatthe
piolona.,,eueed.;the'problem-solving capacity:of ,loCal structures, and
yesouices:1!..),:,,;:J1-:

UnfortunatelY;Ahese problerns.-.,are);inbre Often conipounded, than
alleviated by Statecaction. Cityl schools areoften!hamStrung by ,St4e
lithitations :on their: itaiing .poweri tind ibpS tate aid formulas which
favor; Tfiral ; and :subtirban!di,stricts., !State ::school aid:-Iormulas do not
take ;into.;accOnnt, the ..fabt that; the icentral city tak..tiase.- must be; used
in a much heavier proportion for nonediicationalPiirposes1,4-for,e2t7
ample, police, fire, streetsthan is true in suburbia. The result is that
State aid per .pupil is fivqiiently.ligh-et to`Suburban districts than it
is to city districts. ;

" The! &Ca prObleina! of Urban jgClitKils are forthet aggravated / be-
&Luger urbitni selitioWfeel, hiore' keenly: thitn,suburbaii'and-rntalischOols
the,"eff0dSrof thiee. iiiiijoe.ietS Of colistraintaOri idhOOl board! deciiion§
iboileSchoOl'reVentieS !and! ekpenditures: !nib ithree: sets .etth be 'Called

.

traditiiinalitidspOibetotidmid: ,:! ,

Vedefil;State arid locallaws andrulings reSti'iattlie:fraedOna
OflOOfil d.eCigiii,if.niakersAtlight§"o_f.::eitiZon§hip thidèr

thee-U.S..' COnititiitiori-1:StititiliitiOns, Of Faeril, StailiteS.'nnit admiiiis
trittietrektilatiOni'ihif gtidelinda; l'coiire'deCiSions on rihts Of piop

ithtS :ConStitiitioriaP and' legislitiVeintiriL
dates ; and, municipal policing power all take PreCedenCeoVef SChOol
board authority and thus restrict local discretionary authorit3r for
budgeting;'StatntOry, i,eStriCtioris ,froin the,''State ieyel are',"eqiecially

70-987---72---5
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severe for city schoOl.AiStriCts SeVen Of the 14 largeSt. cities . State

definitiOn of oeal schobi hoard taxing poer is More restrict?ed for

city School 'cliStrictS than for other .'SchoOl,'diStrietS' in the. seine State.

SeherelS delibi3ratel sought much of thiS SpeCial law

in atteMpts to inSulate' I schOols 'fieni the; rigers 'of 8ity, and'State

political machines. ' '" " ' ' " .. ; .(.. .. ,

Second, and perhaps as)constrainingas legal,restrictions, though not

nearly so visible.; ie th6 'tericligidy in big-:city's'clioOl' Systems for their

a dministrative , arrangement s to 'becom e, so\formal rancl;.inflexible that

they. may im pair I thefunctioning Of ,thef hist.itiit.ion f9id reduce,itS,po-

tential( for adaptabil4. the-4409n in. Most cities ,of

the so,called, ..inerit7;-,systemsf :fpri Pr9p-pt49ps [..04a,.yrioki,the
administrative, (hierarft;),,these, systems, "are: frecluPlitlY.; aqices , to

insure ;that. no, ,`;`,out$iderl Iegn!reP.eiVP Ark.APPOPOneRt to ,q4o4istiit,7

tive position ; and,: also..fUnetion, p,,establishyrigidiankuniyersalistie
Criteria.for Judgingalhcandidates for adMinistrati ye

rrhird, ; ,Stanford.,:gniversity.,studr revealed, that nikireilian, tWor

thirds ., of ( the variationinsiexpenditures I per, pupil, among,.,0,71 f. of, .the

.Nation's largest (districts, was accounted forobyithe.,wealth , of the:dis-

trict and the socioeconomic leVel of its pepulation.* Thi.5(meqns; Pi*

local( ;deeisiOnmalcingJabontlurbanii3choolbudgeW
must. 1;*; ;viewed in

the.. Conteit . of a' niunber of de-foOta limitationson the decisionmakers'

autonoMyi.(Werkings.withini_these)limitationsiLischool-
administratcrs

arict school r boards;tendl to;fissuine.thakeiistingspro*rarns millcontinue

andt focus theirobUdget) analysis; meager( (though! JM is in sornet Pgs0.61

upon prOposed changes:* iorpadditiOns toilthe .texiSting pregrairis-.,T9

simplify the budget prOcess 'further formulas are frequently!,(utilized

to !determine: how( miieh will s be;.required ( for particular ,cate*ories' of

eXpenditure., the formUlasact;W centralite dedisionrnaking within.the

School syStem and tenclitO:
createlinternallrinflexible patterns for 4116.7

Catink schoolirestinicrespbothl human) and imatdialirsince the basic .a8-

Sumptit ininderlYing uSe bf Iforimilas;it that°educational) servites

should--bedisttribntedlequalikprroir.
noil.m(ruf 1.9i Lf;')11 II:Aria 4; i

i.; IUr.Y !:;i1T 111..911112i ,9!;1 (i 0.1(ffift

di ii.f;r14 fiffidadm!FEEPtgiiiEltitralitift ai bIls

-,)(AWschoolfy. but Apojally thevost, Aghttg itnc4M.01,0.4 pro:schools
suffer.)?frornAhe.1400fi rOt:PAiftlAcikl (PR41.1er.prop9rty,.$4N;;.afi

lpolis9Orp9iPt, soh* royqiAggfine,propeoyi,tmrp,,theilfkrgcstof:tnec
ActIMP..e gf rwel.IPAfpP.01,54tAmActJPgikliggv,emiNAP0-4.4144govAgt 01

percent
Aof all public school revenuesfiQyerAlf3,pergentpublic. Achoel

mming,s4romi.194 A.Aci fj91-1IrM IPM#Y(ANIIMv.PP.P.g?.411q
Qfj,thp piopert.y,tax..hiis jweme4 ithroughout thO., Oth cfmtpxy,, 0,44

PariicAtrilY PIPCAN9111#1-fffify,,,w4lopTig.a,tcry,10,414Pqatgca.A
absAuto, 09.1111.c!i9r

N.PIPigr,(ViPA4PfIctliPPTiqt,icT) PPPY

JiNPAn!:74g0-0149MPIMOJAVI444.iPP,4,97n.wqfipf.PwW;tg
PeMs. iMA,04,C4Pq11 .(,),;6(1

r i" f 1111, I' I In f0i,t'31 b 5:!.101 1!)1'1):'`It IfflJ i iiThailf 1)1 MO

-.4-1"103.),,Th0
0110,,141Xler34-1 Kelly, ;IMO J117114(111 GaT,xnDctcrnat,ofI

Educatidrial..Pccpendituree in: Large Vitiee.of the linited Statee.'Stanford
ford University School of Education, 1980.

()7
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and tax ieten,ne in;;LI if vso
,;:f tot

- i .ii17-dtift :to': 10;1;
',,,*! ji:11;,/ 4)91:centFtiNi9t-7

:;'; !!./ ;

.;.. Ji; 1. State.L.,;* . P.) Gross
Amount ;;.cf tax. national

;per capita ,rev,enUe . , . product
. '

Year:
s 1902_

1927
.

'1950 '1'
1956: ,

; :,.1;,;.. ;;;
1(;,

,

; ; $706 ti i $8. 92 , 82 ,1, ;
4, 730 : 39. 74 , 77. 7,
4; 430''',";. 83. 53 "6'6: 7

' '7,249 '."1 t;jj-48.,45'i -46'2
; 11; 749 , .970:, 24 r*'; 44 6. ,
20,089 , 1O61.5.11t)

;. :3. 2
.4. 9

7.'!" '4; 4
41

.2: 8

. , 1:1; ; ;.,,iz -.'The 'full iMport . Of ,Statei-locar yeliance (*.the property 'tax' lies in.
e6iitioversig,re'o'araind the equity and' ailn-ithiSeraeive PraCticalitYOf
elle:propeit;tax..Net4er's. authoritativetreatMent'Of 'the .rOpertY. ta

1!)
theieVioids: '" ' ;

The (American!preperty tax abdunds in.anomalies.:Duringi
,

: the past. centUryjino; major; fiscal institution; Jiere or ,abroad,
has been criticized at such length and With such vigor; yet no
major. fiscal: instittition,has..changed.so little in inodernr times. ;

-- foThere f iS a4ivasti literature! ;on ithi3 property tax:;, yet; less, is::
;-knoWn: about its overall:impact, incidence; and. effeets .tham is.

:
. known )abouti any. ;Other Orltax". The,' demise.:of the.'prop-

erty
;

titxas.'amajor.fact.orinithe AtileriOin .fised.see0e.itas;;
(long.:beenrheralded.1;)yet lit ;continues Ito; financemore thamone,.;

sof the tcivilianleneral [expenditures; of.,Fedoil.,,
local; gevernmelits.. !The States: is r.thei,oitadetiot

; .HcapitaliSiii.,;,,yet. this I tax vriT.wealth lis:sniOre important In the i

i. fiscaLsysteni and,irelativel to, national! income:than; aro iceinl.
fparable taxes in any Other -advancedi gDuRtry ( the Norld,;

except Canada.** .

Property taxes, of course;iiA the. nicipal local source of revenue
for !air ()pc gorrnineRt, nRtjurt rtherisshools; penera)ly sppakino.,. it
1*Yeeml:/t,frain.gaiattic :frevenuier:hdiikee, th0 is ',1thttitll$ 'ffiopat,Lits
nelc1;doulA441 iii
geste:iffiat'.4 sotit for thte "411.d034640
the prop)#tx ioi`)guftdr$ IF6M. 151.61;eliiv
First undciall'il.gkgillehif vaikutt'sgsditi6iit'.(1 "'

,Alinalst two-thirds of the States require assessment: at full-Vahie;yet
1OCtiftir' itgdia iNeiii*IlgeottritSaY6f4atviOikigiet

Mgt .101 E4)1101.1*
Holt : Netzei;:g6014001(6.9;:oPtlidtPiTrpthtyl Tad') The BiOokitigYanitti;

tutibokrEcitintta,\D,c4 1066,01). 2i<mts1-1,),vio 1.0 ,)(1/ )11..)1 it;
**Dick Netiiii4,1tE06.4binics; rof tlzeProperftl )T O; The( Br ookirigs IiisUtution

Washington, D.C., 1966, p. 1.
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value according to,,the 19.67-.Consu ,s. of govorimMt.s. -A-P§Pssinepit vari-
ations both within and ainong assessmentunits are scandalous. While
progress has been made in .narrowing such variations, nearly 40 per-
cent of large assessment districts had coefficients of dispersiona meas-
ure of the departure of individual assessments from the typical level
of valuation within an assessment areathat fell outside the minimum
level of acceptability, according to the ACIR. Applying a more rigor-
ous test of dispersion, only one-third of asSessing areas can qualify as
follewing acceptable practice§.* No State cari be satisfied with its record
in property tax administration, and no other activity of government in

the United States is more in need of fundamental reform.
Another problem connected with the property tax is the tendency

of Many assessors to alloW the ratio Of Assessed values to. full Market
values to decline, thus redileing the ,capacity of the school .distriet to
tap local funds,. For example, according: to one estimate the assess-
inent ratio in the city of Detroit deClined from 90 percent in .1930 to
about 50 percent in 1960. The estimates show a -decline in assessment
ratio- in Baltimore, from 90 percent, in, 1930 to 61,.percent in 1960;
froth'. 80 percent tO 45 perc'ent in Cleveland koni.'5,9 percent td 23 'per-
Cent in 14is Angeles.; .and, .frOni.65 pereent to 30.percent', in St.:Louis.**
These 'reduCtions 'are particularlY reitrictive.in.. many. ',Sfate 'Which

define local school taxing .authority in terms of tak'rataind eVen More

restrictive on the 'many large' cities for Whichtaxing authority is lim-
ited even ,More stringently than for. other school districts- in the Same

If equitable ;and reliable asSessments are tO be achieved, one of two
courses of action iS indiCated. The first,', statewide administration
while ' vulnerable' tO many 'of the .same problems as local, administra-
tionrepresents 'a king. range hope if not an immediate possibility.

In the meantime, an. auditing !function-is' (needed. Perhaps State

a gencies.cakperform such 'a function adequately,' but it is possible that
the sariie vested interests and political influences that shape local 'assess-

ments may:ensnare.State agencies as-well. Use f private, State certi-

fied appraisers to,.audit" local 'assessments may be needed, similar to

the way 'private C.P.A. ,auditors.:regularly:reyiew revenue§ and ex-
penditures of public' agencies. ,:

FEDERAL *TID

StateSI, then, liiiliedelegated uneisalgriints c&.pC.:46r to suPpOrt edu
cation :throUgh thecreation of lOCa school districtS:With the aUthority

to tax real 'propertY. State aid systems,: while 'nominally desighal.to
offset theresulting disparities in rel'Teniie raising .ability, haVe failed tO
achieye:effectiye equalila4on,;What unpset has Fed.erat Aid had- in
affecting the pati*ra Of -alloCatiOn'aiesourees foi.edtication't ."'

.O.visory Commission , on. Intergovernmental Relatione, State and Looal Fl
nanoia : 'Significant 'Features,' 19 66-69, pp. 34.

**Ratios for 1930 from National Municipal Review (December 1931) ,- pp. 707-

709 ; 1960 ratios provided' by local-officials 1962 sales-based sample - data. U.S.
Bureau of the Census, (lemma of Governinenta 1964:Vol. 11,.Tairable Property
Valuee (Washington,' D.C. : U.8Oovernment ,Printing Office, 4968 ) /
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Largely, because df the impact of Title 1 of 1ESEA;*high' provides
close to '40 percent öf Federal .1unds for elernentary' and' secondary
education, aggregate Federal aid has a decided eqUalizing effect. Flow-
ing in areater proportions to districts that are. blacker, poorer, and
more ui%anized, Federal aid has provided a. small but strategically
welcome aid tq mtuir.fikally threatened school districts., (See Tables
IX, X,, XI.) '

The quantity of Federal aid is, however, relatively meager. Its over;
all 7 percent ,ottotal public .school revenges often gets lost in compari-
son with the State and local revenues with which it interacts.. Tips in
a five-State study of Federal aid distribution, wbile Federaraid wait
in larger proportions to central city than to sbarban-L-outsidecentral
City=areas ir four of the five States under, study, suburbs ,still aver-
aaed, more than, $100 higher, in total revenues, 'for 'education': (See
fable-XII.)

The . dozens of separate categorical program, differing
edUCational objeetiVes lack fO'Citg'and coordinatiqn`;;FI,anCiallY, many
of them serve to reinforce the disparities betWeeii'
"nOt".'districts, OffsettMg to sonic ektent the impact'of Title t :IMpacted
areas,aid, of course, is a notoriqus.villain. Vocational aid continues to
be the captive o the small tMvriS-and rural areas; desPite; die 'amend:.
ments of 1968. And Federal administrators, ratherjlian',..:PoSing 'a
threat of Federal control of American education, Siffferli.OM,debilitat-
itio' Mferiority CoMplexes when' dealino- with th1eir :State 'and local.,
counterparts.

, I

TABU'. IX Comparison of Tederal aid programs .and,.§Aate.,azd for
school digrzets in me174-olitan areag ffiseaLijear.

'.State!:
discretionary,

ESEA I. Federal hinds 1. State aId
SMSA's over 500,000 population (per pupil) (per.pupil).

California:
; ,CC 2 (N=7).: ..,

OCC (N=119).
New York:

CC (N=5) °:

10.1:

$19. 64
11. 09

53.90..

21f`

70 372. 51

OCC (N=73) 12. 35 i 1L.4 yr, 4,94. 06

ex*?i-'i6 (N=4) 19. 67- 73"!. NV'. 26
, OCC (N=33) 12. 25 'Ilr-V3`,11W-I'-) 209. 35
Michigan: .;:

CC (N=1) 37. 15 7. 27
OCC (N=31) 7. 86 f:271: 26

Massachusetts: -,
"CC (N=1) ''

OCC (N=26)

,.,

, 32. 33
7. 95

7.-18 (('') 236.
W.11.10.

00
26

.4(34

f ESEA II, NDEAIII, VA, vocational education, lunch.ancepuls.
.CC-,central ditY-,`OCC--outside.central city '' fl."

u .

; ;Source: Policy Jpstitute of the ,Syracuse University itesearcn gorp.rroject:
"The' Pattern of 'tillocation of Federal Aid to Education,"; sup'patetilb Ford
Foundation grant 690-0506A. it ".1711"9:) .f

.1 c
. . (!iq.i, ifc/;)

r



11.

TA,i3LE Xr.-77Cornporison , of !Federal aid, ,Programs . and , State aid. rfor
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New. York:
($) 15 percent nonwhite or more._ $30. 89 $13. 01 $413. 17
(36) less than 15 percent nonwhite.. 10. 62 10. 48 523. 62
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(6) 15 percent nonwhite or more__ 10. 21 11. 38 193. 25
(8) less than 15 percent nonwhite... 19. 31 8. 35 188. 49
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(26) less than 15 percent nonwhite.
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(2 15 percent nonwhite or more.... 30 15.
8. 63 296. 26

(16 less than 15 percent nonwhite. 6. 28 7. 21 236. 72

1 ESEA H, NDEA III, VA, Vocational Ed., Lunch and Milk.
Source: Policy Institute of the Syracuse University Research Corp. Project:

"The Pattern of Allocation of Federal Aid to Education." supported by Ford
Foundation grant 690-0506A.
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Chapter V

THE ROLE OF THE COURTS

In the last few months, a powerful but uncertain force has begun
to upset the equilibrium of patterns of educational finance. Armed
with the esival protection clause of .the United States Constitution,
judges in both the Supreme Court .of California and a Unifed States
District Court in Minnesota have invalidated State systems for rais-
ing and supporting their public schools. Coming at a time of taxpayer
revolts against increased spending for education and a .growing dis-
content on the part of civil rights and community groups over the
inequities in existing allocation patterns, these decisions have been
widely and often wildly welcomed. Yet we fear that much of the en-
thusiasm for these decisions arises from wishful thinking about what
the courts have doneand it will probably not be long 'before the
awakening comes. In short, we would suggest that what the courts

ihave done s to provide an opportunity, not an answer ; a starting point
for reform, not a solution to the unfairness and irrationality of edu-
cational funding in America. Justice Sullivan's opinion for the 6-1
majority in the prestigious California Supreme Court says only that
school finance systems Ishould not] "invidiously discriminate against
the poor [by making] the quality of a child's education a function of
the wealth of his parents and neighbors." How educational resources
should be allocated, however, is a matter for legislatures to determine,
and the range of permissible alternatives would seem to be wide and of
mixed value. Let us examine the court decisions and possible remedies
in somewhat greater detail.

In Van Duaarta versus Hatfield, decided October 122 a Federal Dis-
trict Court applied the reasoning of Serrano to Minnesota. First,

iJudge Lord found that education s a fundamental right, subject to
special judicial solicitude :

If the State's objective is a "general and uniform system"
of education2 as Article VIII, Sections 1 and 2 of the Min-
nesota Constitution declare, it might be wondered whether the
means chosen are rationally adapted to that goal.

However2 this issue is not reached because, in the present
case, the stricter test of equal protection is clearly more appro-
priate. This approach requiring close scrutiny of the State
law by the Court is triggered whenever either a "fundamental
interest" is at stake or the State has employed a "suspect

(31)
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classification." Here both such factors are involved and muta-
ally reinforce the pupil plaintiffs' attack upon the system.*

Then, the court held that the disparities in funding based upon
iocal property base variations and a nonequalizing State aid system
are constitutionally invalid :

In a number of decisiOnS Over the last 15 years the
United States Supreme Court has made it plain that classifi-
cations based upon wealth .are suspect.- These decisions, con-
vincingly analyzed in Serrano, are well known and need no
comment here. What is important to note is that the objec-
tion to classification by ,

wealth are State,created. This is not
the simple instance.in which a poor man is injured by his lad:
of funds. Here the poverty is that of a governmental unit that

.. the State itself has defined and.commissioned... The. heaviest
burdens of this system surely fall de .faeto upon thOse .poor

.
families residing iriL poor distriets who cannot escape to pri-
iiate SehOols,:but this effect only .magnifies the odiousness of
the explicit discrimination by the law,itself against all chil-
dren living in relatively poor districts. .

.This does not suggest that. by . itself discrimination by
wealth is necessarily decisive. No court has so held. However,
when the wealth classification affects the distribution of pub-
lic education, the constitutional significance is cumulative.

. It cannot be ,argued [denied] that a quality education en-
dows its recipient with, it distinct economic advantage over
his less educated brethren. By these standards the inexorable-
effect of educational financing systems as here maintained
puts the State in the. position of making the rich richer and
the poor poorer. If added to this problem is the problem that
the parents of children who live in poor districts have also a
lower income than the parents in wealthier districts then the

.
disparity may be even more severe than that alleged by
plaintiffs.**

Finally, touching upon the implications of the.new ruling the court
made clear -that it was not imposing a rigid formula but a rule of
ofiscal neutrality":

In fact,- it is the singular virtne of the Serrano principle
that the State remains free to pursue all imaginable interests
except that of distributing NhiCation according to wealth.
The State makes the argument that what plaintiffs seek here
is uniformity of expenditure for each pupil in Minnesota.
Neither this case nor Serrano requires absolute uniformity of
school expenditures. On the Contrary, the fiscal neutrality
principle not only removes discrimination by wealth but also
allows free play to local effort and choice and openly permits
the State to adopt one of milli)! Optional school funding
systems which do not violate the equal protection clause.***

* Van Dasartz v. Hatfield, U.S. District Court, Distidet of Minnesota, Third
Division No. 6-71 Civ. 243, Pg. 6 (October 12, 1971).

* SILK pg. 9.
mIbld, pg. 10.
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In summary, Judge Lord ruled as follows :
The issue posed by the children, here as in, Serrano

whether pupils in publicly financed elementary and SeCOndi'4,
schools enjoy a right under the equal protection guanihtee
of the 14th Amendment to have the level of spending for their
education ,unaffected by variations in the taxable wealth Of
their school district or their parents. This Court concludes
that such a right indeed exists and that the principle .an-
nounced ih Serrano v. Priest is. correct. "Plainly put, the'imle
is that the level of spending kir a child'S education may, not
be a function of wealth other than the wealth of the State
as a whole.*

Were these decisions in California and Minnesota to become the
law of the land, what alternatives would be open to State legislatures
in the types of systems they could constitutionally adopt? As yet we
can only speculate, but the following approaches would seem to be
perm issible.

1. Full State assumption of the costs of education.
2. Power equalizing State aid, i.e. State aid designed to com-

pensate for disparities in local tax bases so that at any level of
effort every community would raise the same amount of money
per pupil through the combination of locally raised revenues and
compensating State aid.

3. Redistricting school districts in such a way that all had equal
property valuation.

4. Aid distribution systems that, regardlesS of the revenue rais-
ing system, insured that educational expenditures were either
equalized in absolute terms or were distributed in proportion to
a criteria such as educational need.

The impact of these alternatives is quite different indeed. For ex-
ample, the first, State assumption of the costs of education will entail
the raising_ of additional State revenues. If the increased source of
iunds is a State income tax that is progressive in its rate structure, the
result, may be very much in keeping with the approach to equity in rais-
ing funds for education preferred lay the authors of this report. If, on
the other hand, a statewide property tax is employed, and the rates are
higher than the characteristically lower education tax rates of the cen-
tral citiestotal tax rates are higher in cities than in other regions of
States because of the demand for general governmental servicesthe
results of Serrano-type litigation would 1* higher taxation of urban
areas for education than is currently the case. If the alternative se-
lected for the distribution of educational services is the equal expendi-
tures approach rather than some measure of educational need, since
large city educational expenditure levels tend to be higher than the
average for the entire Statealthough they are generally lower than
most of their suburbsthe results of a school finance case could result
in no additional urban expenditures and perhaps even a lowering of
them to a rigidly enforced State norm In short, the result of one pos-
sible constitutional alternativestatewide assumption of educational
costs through a State property tax and a distribution of educational

Ibid. Pg. 2
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services through an equal expenditures per child formulacould re-
sult in higher taxation of city residents for the benefit of education in
suburban or rural areas.

Other alternatives would, of course, be more equitable in their effects.
Raising revenues through the income tax, plus a heavy component of
educational need in the distribution mechanism, would be in keeping
with our conception of equal educational opportunity. The point, how-
ever, is that the impact of Serrano and Van Dusartz is highly uncer-
tain at this time, and courts and legislatures will need all the wisdom
they can exercise in working their way through this thorny fiscal and
educational thicket.



Chapter VI

RECOMMENDATIONS

We have attempted in this testimony to summarize how public
schools aro financed, but we also have identified the major criteria
we believe to be most appropriate for judging how equitably the
present finance scheme is serving the public interest. We have based
these criteria on a definition of equal educational opportunity and used
that definition as a yardstick against which present local, State, and
Federal financing arrangements can be measured,

As the testimony reveals, we find present school finance plans sadly
dysfunctional in terms of our definition of equal educational oppor-
tunity. Our analysio of the ills of the present system has also sun.-
gested a number of general policy recommendations that, if imple-
mented, would dramatically reduce the gap, between the promise-
equality and the reality-inequality in America s public schools. While
we do not argue at length for the recommendations in this testimony,
the rationales for the recommendations are substantially reflected in
our earlier review of how the present system works.

Major fiscal reform in public education must begin at the State
level. We believe strongly that the fiscal inequities which plague public
education will never be removed unless States assume complete finan-
cial responsibility for this vital State responsibility. Specifically

'
we

favor State action first of all to remove the power local school dis-
tricts now have to tax property and adoption, ideally, of a graduated
State income tax sufficient to provide school revenues. Reality
gests, however, that a source of government revenue as productive in
its yield as the property tax will not disappear,and if this is the case

iwe favor State assumption of the property tax, ncluding its adminis-
tration, at a modest but uniform statewide property tax rate.

The State would then have to devise criteria with which to distri-
bute school funds. We favor a basic per pupil distribution with ad-
ditional amounts for disadvantaged pupils as measured by low apti-
tude or attainment scores and low socioeconomic status. Mile other
distribution plans could be fashioned and other revenue packages
could be defended, we have suggested general approaches we feel to
be worthy of serious public consideration.

We stress State action because State-local taxes raise $.93 of every
school dollar and because education is primarily a State, not local
or Federal, responsibility. However, we would not deny for a moment
that there is an important role for the Federal Government to per-
form in redrewing the fiscal inequities in education. We summarize
below our key recommendations, recognizing full well the eomplexi-

(35)
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ties of the issues involved, and again basing the summary recommen-
dations primarily on the analyses we previously presentea of the Fed-
eral role as it currently operates.

First, it is clear that the only Federal program now providing sub-
stantial dollars for the public schooling of poor children in ESEA
Title I. As presently funded, Title I provides abouts $1 per partici-
pating child per school dayhardly a sum to engender confidence in
the program's prospects for success. We favor substantially huger
funding for Title I because it targets Federal dollars on children
shortchanged by local and State funding patterns while allowing
great State and local discretion in determining the nature of the edu-
cational program itself.

Federal regulations now require "comparability" in State and local
funds as a prerequisite for a school district's receiving Federal funds.
We urge rigorous enforcement of this desirable but slippery target so
that Federal dollarsnotably Title Ican pmvide the compensatory
services for which they were designed. instead of merely filling in the
holes left by discriminatory State and local funding plans.

New Federal education programs should feature fiscal arrangements
which require and/or stimulate State governments to reform their own
State school finance programs. Specifically, Federal aid should be
designed to encourage State govermnents to build State finance plans
which not only reduce expenditure disparities and move toward full
State funding, but also take into 'account the total fiscal effort of
localities, and yupil characteristks which correlate closely with low
achievement. "Use of those two sets of factors.by States would almost
surely increase the State aid flowing to urban districts, and would
tend to decrease the possibility that States might balance any Federal
increase in urban aid by increases in State aid to suburbs.

A second part of tins same problem is the difficulty of assuring that
increases in 14'ederal aid are not completely absorbed through salary
increases for school personnel, or for tax relief. The former can be
partially handled by mpiiring sonw sort of proposal from the local
clistict which specifies the educational sevices to he provided with the
Federal money. The latter problem can partially be handled by con-
gressional provision that State and local appropriations shall not be
reduced. However. this does not pmvide protection against action by
local tax assessors, who, perceiving I.J11' resoinves available to the
schools, may lower assessments or fail to raise them in accordance
with growth of market values, thereby reducing the actual taxing
power of many urban and nonurban boards of education which oper
ate under fixed maximmn rem

Finally, we point to a critical inadequacy in the data available to
the Congress and the public regarding Federal aid to education. One
of the key fiscal statistics upon which Federal policy should be built
is the aggregate Federal aid to each local educational rigency, includ-
ing all Federal programs aiding public schools. Such data would be
extremel useful in identifying the extent to which particular »a-
tional priority, say. urban education, is receiving support at the present
time. In other words. it would tell us what our policy now is. Unfor-
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tunately, these data are now aTailable only in crude and incomplete
form.

The availability of comprehensive data affects decisionmaking at the
Federal hwel in three ways. First, it provides basic tools and essential
information by which the Executive Branch and the Congress can
view American education on a nationwide scale and set national pri-
orities for Federal action. Second, availability of comprehensive data
permits the design of realistic programs of Federal expenditures to
achieve these goals. Finally, it provides a means by which the Federal
Government can evaluate the outcomes of program designs both in
terms of the distribution of Federal funds and the resulting pro-
gnunmatic and aggregate impact of those funds prior to making new
policy decisions. Until school-by-school data are available on the de-
livery of school services and the allocation of school resources, and
until such data are meaningfully linked to their effects on children in
specific classrooms, educational policymakers will operate through
hunch and guess rather than through a reasoned appraisal of prob-
lems and possibilities of public policy.



Chapter VII

CONCLUSION

This report has described and analyzed the financial aspects of in-
equality of educational opportunity in the United States. It has em-
phasized the disparities among the level of expenditures in different

ischool districth, has shown that these variations are frequently nverse
to the educational need of different communities, and has traced the
inectuities back to their cause in unequal property tax bases and inef-
fective State aid equalization formulas. Recent court cases declaring
financial inequities unconstitutional were discussed, and their impact
was evaluated. Our report closed with a series of recommendations
for State and Federal action intended to alleviate the problems we
described.

We have not, however, meant to mgest that finances alone control
the quality of education in America. We are fully aware of the prob-
lems in eaucational effectiveness that plague many of the schools of
the Nation and of the superior education that occurs in many under-
financed schools. Yet we are firmly convinced that while more money
alone will not solve the crisis in educational quality, lessening the
resources available to educators is even less effective in improving
education. In short, while more money by itself is not the sole answer
to improving the quality of education available to all Americans, it
seems to be far more effective than whatever factor may be considered
second best. For money buys smaller classes, improved teaching de-
vices, experimentation, new schools to achieve integration, counseling
services or near-clinical personnel usage, or whatever other techniques
research, development and practice find to be most promising.

But even aside from the question of educational effectiveness, we
have little patience with those who ask us to prove, as a condition
precedent to reform, that achieving greater equity in the raising and
the distribution of revenues will result in improved performance in
the schools. For the end result of throwing roadblocks in the way of
change is to support the maintenance of the system of educational
finance we have described in this report, a system which regularly
provides the most. lavish educational services to those who have the
tog.hest incomes, Iwo m the wealthiest communities, and are of ma-
jori.ty ethnic status. In our eyes, this situation is the very definition
of pequality of educational opportunity. For a Nation which has
aspirations tovfard achieving an educated, humane, prosperous, and
democratic qopletT, reversing that inequitable pattern of educational
resource distnbution must be at least as high an educational priority
as the development of new and more effective ways to help all children
to learn.

(39)
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PREFACE I

Ameriean edneatioiitil finance is CharaCterized I inequities 136th in
the way it distributes educational services and in the way it allocates
the burdens of paying for these services. In particular, large central
cities are among therareas that are consistently denied educational re-
sources in proportion to their need despite higher oyerall tax effort than
in neighboring jurisdictions.. ,

Recent court cases which have invalldatekf systems of State finance
for public education 'as"viohitions of the 14th Ainendment are unlikely
to change such inequitable patterns of resource distribution. If States
assume the financing of the currentlocal share of educational revenues
through broadbased, proportional rather than progressive taxes, cities
will pay more for education than they do at present. If States distribute
those revenues back to localities in equal per-pupil amounts, cities will
frequently get less froin the State redistribution than they currently
spend fromloCal sources. It is entirely possible that revisions in State
finance that come in the wake of the new legal doctrines may result in
higher taxes and lower or at best'no greater'educational expenditures
for urban education.

We believe, therefore, that any program of Federal revenue sharing
that. is designed to reach the most serious fiscal problems of American
public education must be focusedon the special fiscal problems of edu-
cation in large cities and in other areas of relatively low fiscal capacity
for raising edncational revenues and liigh intidence of need for costly
educationalprograms.

Such legislation might include a larger proportion of aid being
siphoned through the 'ritle I formula or through a formula that would
permit States to utilize statewide attainment or aptitude test results
as a means of focusing resources .vilcre the problems are the greatest.
Provisions requiring States to move toward the standard that higher
local wealth may not permit higher 'educational expenditures would
also be appropriate to oven out the disparities which characterize cur-
rent finance patterns. But any provision for educational revenue shar-
ing which would permit States to distribute Federal educational reve-
nues according to the historic patterns of State aid would be disastrous
in our eyes. The existence of the impetus toward change which Serrano,
Van Dusartz, and Rodriguez have given aro no assuranceas our
analysis indicatesthat new money will be distributed in order to
provide greater equality of educational opportunity or greater respon-
siveness to fiscal need.
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INTRODUCTION

This paper grows out of a series of research efforts that the authors
have been engaged in over the past few years, both jointly, individu-
ally, and with other colleagues. Most directly, this paper is based upon
two current studies:

1. An examination of the legal and fiscal dimensions of inequal-
ities of educational opportunity* ; and

2. An analysis of the 1970 Census data on financial and demo-
graphic trends in the largest metropolitan areas of the Nation.**

While the sources of our findings are therefore varied and involve a
variety of methodological techniques, the policy implications seem to
us to be eminently clear, and may be stated rather simply as follows.

First, American educational finance is characterized by inequities
both in the way it distributes educational services and in the way it
allocates the burdens of paying for these services. In particular, large
central cities are among the areas that are consistently denied educa-
tional resources in proportion to their need despite higher overall tax
effort than in neighboring jurisdictions. Second, recent court cases
which have invalidated systems of State finance for public education
as violations of the 14th Amendment are unlikely to change such in-
equitable patterns of resource distribution. Indeed, it is entirely pos-
sible that revisions in State finance that comq in the wake of the new
legal doctrines may result in higher taxes and lower or at best no
greater educational expenditures for urban education. Third, we be-
lieve, therefore, that any program of Federal revenue sharing that is
designed to reach the most serious fiscal problems of American pub-
lie education must be focused on the special fiscal problems of education
in large cities and in other areas which exhibit relatively low fiscal
capacity for raising educational revenues and which have high inci-
dence of need for costly educational programs.

Joel S. Berke, "The Political Economy of Equal Educational Opportunity."
conducted under a Ford Foundation Travel and Study grant at the Brookings
Institution, Washington, D.C., 1071-72.

*John J. Callahan and Seymour Sacks, "Fiscal Disparities and Urban
Growth," a project conducted for the Advisory Commission on Intergovern-
mental Relations, 1971-72.
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Chapter I

INEQUITIES IN FINANCING THE PUBLIC
SCHOOLS

The current approach to financing America's public schools is char-
acterized by inequality of educational opportunity and inequity in the
distribution of the burden of supporting educational services. this in-
equality and inequity stems not simply from the fact that there are
marked differences in the quality of education among the schools,
school districts, States and regions of the Nation. Rather, what makes

ithose disparities inequitable s that the students who receive tha high-
est quality education are frequently those from the most advttntaged
backgrounds, while those who come from the most impoverished
communities and most disadvantaged social backgrounds often re-
ceive no more and frequently far less in the quality of educational serv-
ices as measured by per-pupil expenditures. Further, under our archaic
svstem of distributing the costs of education, we find that communities
Nhich are the most hardpressed to raise revenues for public services
in general or for education in particular are the same communities
which have the highest educational burdens to support ; while those
communities whose needs for the total package of public services are
less, or where property tax bases are higher than their neighbors': fre
quently tax themselves far less yet provide superior educational
services.

INTERSTATE AND INTRASTATE DISPARTTIES IN EDUCATIONAL
EXPENDITURES

Let us disentangle the various elements of our argument and docu-
ment each count of the indictment we have just made. First, the dis-
parities in educational quality as measured by the level of expendi-
tures on education.

Among the States, average expenditures currently range from a
high of approximately $1,400 to a low of less than $500. (See Table I.)
While such statistios appear to be of major current interest, theyare
really exceedingly difficult to interpret because of the immense variety
in the educatiOnal finance systems of the 60 States and because State
averages, by definition, mask the range of disparities by averaging out
high and low districts. In some States, substantial costs for fringe
benefits or for school health services may be borne by some jurisdiction
Other than the school systein and so may not appear in average school
expenditure statistics. In some States, all school districts may be
spending in a very narrow range of variation while in other States
there may be vast disparities among the quality of edumtion within
the State; yet, the tiro States may appear quite similar when the aver-
age State expenditure is computea.

(45)
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TABLE I.-Current expenditure per pupil in ADA, public ekmentary
and secondary schools, by Stale

State

(1)

Etpenditute
per pupil in

ADA, 1970-71

Percent
n( U.S.

average

(3)

Percent change.
1900-61 to

1970-71

(4)

Alaska $1, 429 170. 3 156. 1
New York_ 1, 370 163. 3 134. 2
New Jersey 1, 088 129. 7 112. 5
Vermont 1, 088 129. 7 210. 9
llawaii 1, 050 125. 1 214. 4
Iowa 1 1, 004 119. 7 160. 1
Connecticut 997 HR. 8 117. 7
Wiqconsin 988 117. 8 131. 4
Maryland 974 116. 1 131. 9
Delaware 954 113. 7 105. 2
Rhode Island 951 113. 3 125. 9
Pennsylvania 948 113. 0 124. I
Illinois 937 111. 7 92. 0
Oregon 93.5 111. 4 104. 6
Wyoming_ 927 110. 5 80. 2
Washington.. 873 104. 1 103. 0
Minnesota 864 103. 0 99. I
Michigan 8.58 102. 3 101. 4
Montana 858 102. 3 99. 1
Arizona 825 98. 3 101. 7
Louisiana 808 96. 3 107. 7
Nevada 804 95. 8 85. 7
Virginia 800 95. 4 190. 9
California 799 95. 2 74. 8
Colorado 780 93. 0 92. 6
Ohio 778 92. 7 85. 7
Kansas 771 91 9 97. 7
Florida 765 91. 2 138. 3
Maine_ 763 90. 9 150. 2
Mimouri 761 90. 7 116. 2
Indiana 741 88. 3 98. 1
Massachusetts 735 87. 6 69. 0
New Hampshire 729 86. 9 98. 1
New Mexico 713 85. 0 95. 9
North Dakota 689 82. I 83. 7
South Dakota 688 82. 0 85. 9
West Virginia 684 81. 5 151. 5
Nebraska 683 81. 4 96. 3
South Carolina 656 78. 2 185. 2
Texas 646 77. 0 95. 2
Utah 643 76. 6 102. 2
North Carolina 642 76. 5 166. 4
Georgia 634 75. 6 148. 6
Kentucky 621. 74. 0 150. 4
Oklahoma ... 605 72. 1 89. 1
Idaho 595 70. 9 98. 3
Tennessee 590 70. 3 152. 1
Arkansas 578 68. 9 141. 3
Mississippi_ 521 62. 1 142. 3
Alabama 489 58. 3 98. 8

United States 839 100. 0 113. 5

tnchider, etpenditares for area vocations1 schools and 'ardor college*.
Source: National Education Alsociation, Remeareb DtvWon, Renneedes et &tog Steiklia. 1961-69. Re-

search Report 1961-1122. Washington, D.C.: the Aasociatioti, 1961. p. 29.31.
National Education Association, Research DIvislon. Esemoles of &hoot Statisties,11170-71. Research

Report 1970-RUS. Washington, D.C.: the Association, 1970. p. 117.
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A second and somewhat more meaningful look at the disparities in
educatirnal offerings in the Nation, however, is to examine the range of
spending among school districts of each State. Table I shows the
high and low expenditure districts in the 49 States with local school
districts. Here we begin to reach a somewhat more meaningful unit
of analysis, since there is far greater uniformity of the elements being
compared within a given State than between States. Also, there is in
actuality far more competition among pupils in a given State than
theft is between pupils from, say, New lork and Wyoming. Within a
State the student getting a better education mny well be competing
in a job market against the student whose school system has given him
less effective training., and the inequalities in educational offering be-
come more than an abstract unfairness.

TABLE ILInterstate disparities in. per pupil expenditures 196940

High Low Ilighfiow Index

Alabama_ $581 $344 1. 7

Alaska 1, 810 480 3. 8

Arizona 2, 223 436 5. 1

Arkansas_ 664 343 2. 0

California 2, 414 569 4. 2

Colorado 2, 801 444 6. 3

Connecticut 1, 311 499 2. 6

Delaware 1, 081 633 1. 7

District of Columbia
Florida.. 1, 036 593 1. 7

Georgia 736 365 2. 0

Hawaii..
Idaho 1, 763 474 3. 7

Illinois 2, 295 391 5, 9

Indiana 965 447 2. 2

Iowa 1, 167 592 2. 0

Kansas 1, 831 454 4. 0
Kentucky 88.5 358 2. 5

Louisiana_ 892 499 1. 8

Maine 1, 555 229 6. 8

Maryland 1, 037 635 1. 6

Massachusetts 1, 281 .515 2. .5

Michigan 1, 364 491 2. 8

Minnesota 903 :370 2. 4

Mississippi 825 28.3 3. 0

Missouri 1, 699 213 4. 0
Montana average of groups 1, 716 539 3. 2
Nebraska average of groups 1, 175 623 1. 9

Nevada_ 1, 679 746 2. 3

New Hampshire I, 191 311 3. 8
New Jersey, 1968-69 1, 485 400 3. 7

New Mexico 1, 183 477 2. 5

New York 1, 889 669 2. 8

North Carolina 733 467 1. 4

North Dakota ccunty averages 1, 623 686 2. 3

Ohio 1, 685 413 4. 0

Oklahoma 2, 566 342 7. 5

Oregon 1, 432 399 3. 5

Pennsylvania 1, 401 484 2. 9

Rhode Island 1, 206 531 2. 3

South Carolina 610 ; 397 1. 5
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Tniuz capiM total expenditure., 1957-70Continued
1969-70Continued

High Low High/low Wes

South Dakota 1, 741 350 5. 0Tennessee 700 315 2. 4Texas. 5, 334 264 20. 2litah I, 515 533 2. 3Vermont 1, 517 357 4. 2Virginia 1, 126 441 2. 6Washington 3, 406 431 7. 8West Virginia 722 502 1. 4Wisconsin I, 432 344 4. 2Wyoming_ 14, 554 618 23. 6

NOTZ5

Fr- New Jerury data Ire lot Moral Tear P059 since fiscal year 1970 data were not yet available.For Alaska data represent revenue per pupil.
For Montana and Nebraska dais are high and low of average for dldrkts grouped by slre.For North Dakota data are averages of etpewlitures or all districts within a county.Data are not fatly comparable between States since they are based entirely on what data the IndividualState Included in their erpenditure per pupil analysis.
Slmee: State reports and verbal contacts with State officials. U.S. Senate Select Committee on EqualEducational Opportunity.

While as was the case with the interstate comparisons there are
numerous methodological difficulties, the main thrust of Table II is
clear: School expenditures vary markedly within individual States,
and indeed vary far more within States than they do among State
averages. While the extreme instances of the highest per-pupil ex-
penditure district spending 20 times the lowest per-pupil expenditure
district (as in Texas) are exceedingly anomalous situations usually re-
flecting the existence of very rich and very small school districts, dis-
parities of two to one are characteristic in most States, and variations
of three, four and five to one are not at all unusual. What these figureq
indicate is that States spend far more on the education of some of their
students than they do on others. Are those differences contrasts in the
quality of education or just in its cost f

ErFENDFFURES AND THE QUALITY OF EDUCATION

Cost differentials account for some of the difference in expenditure;
different salary levels for teachers of equal quality may explain away
another portion of the disparity. Yet after all the discounts are made,
one is left with the belief that disparities of these magnitudes must
imply substantial differences in the quality of education received by
students within each State. Two tables of statistics may shed some
slight light on this question. Table III shows disparities between se-
lected central cities and their "best" surrounding suburban systems in
terms not only of dollars but of pupil-teacher ratios. While it may be
difficult to prove statistically that marginally smaller classes improve
education, try asking any student whether he learns more in smaller
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or larger classes. In any event, the differences in this table are not
marginalthey average about one-third7 and demonstrate, we submit,
a linkage between expenditures and quality.

TABLE III.Comparison of pupillteacher ratio in selected central cities
anAl suburbs, 1967 '

City and suburb
Pupil:teacher

ratio
Per_ pupil

espenditures

Los Angeles 27 $601
Beverly Hills 17 1, 192

San Francisco 26 693
Palo Alto 21 984

Chicago 28 371
Evanston 18 757

Detroit 31 530
Groxie Pointe 22 713

St. Louis 30 525
University City_ 22 747

New York City 20 854
Great Neck 16 1, 391

Cleveland 28 559
Cleveland Heights 22 703

Philadelphia 27 617
Lower Merion 20 733

Taken from: 'The Urban Education Task Force Report" (Wilson C. Mies, chairman), New Tod,
N.Y.: Praeger Publishers, Inc, 1970.

Source: Gerald Kahn and Warren A. HuØi Statistics of Local Public School anteing. 1987 Notional
Center ioe Educational Statistics, U.S. Otlice of Education.

Table IVi.makes the same point another way. Drawn from an eviden-
tiary affidavit in the most recently successftil school finance case, it
shows the variation in indicators of school quality amom the range of

t
of school districts in the San Antonio area of Texas. What is

cgter7 is that the district spending $595 per pupil, compared with the
districts spending $394 and $356 per pupil, pays higher salaries, has
more teachers with advanced training, has less uncertified teachers,
has more counselors proportional to its number of students, and has
more professional personnel of all kinds relative to the number of
students. While it may be argutAl that any one of these factors in itself
does not mean Mgher quality education, it seems to us that a reasonable
inference from the consistency in these five quality variables is that
the higher expenditure school districts are also offering higher quality
education.*

*This paper will not address to any substantial extent the disparities in ex-
penditures among schools within a given school district. Data in that area is
rare and untrustworthy. However, one intensive study conducted of three large
achool districts in New York State and several studies in other areas suggest
that while disparities do exist, they are relatively mild in terms of esPendltnre,
seldom reaching more than one-third greater expenditures in the highest spending
schools viz a viz the lowest expenditure schools, although there are significant
differences in the training and seniority of staff in different schools.

1
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TABLE W.The rdationship between district wealth and educational
quality, Texas school distrkts cakgorized by equalized property valua-
tion and selected indicators of educational quaEty

Percent
of total

Total
Proles-
sionsl

Percent,
teachers

staff
with

Proles-
siomd

Selected districts from high to revenues salaries with met.- Counselor personnel
low hy market value pet Per Per masters gency student per MO
Pu Pil I pupil 2 pupil 2 degrees' permits ' ratios 2 PUPILS

Alamo Heights $.595 $372 40 11 645 4. 80
North East 468 288 24 7 1, 516 4. 50
San Antonio 422 2.51 29 17 2, 320 4. 00
North Side 443 2.58 20 17 1, 493 4. 30
Harlandale _ 394 243 21 22 1, 800 4. 00
Edgewood 356 209 15 47 3, 098 4. 06

Policy institute. Syracuse University Reeesrch Corp., Syracuse, N.Y.
r

U.S. Distriet Court, Western District of Texas, San Antonio Division, Annoers to Interroptories, civil
action No. 68-175-

Nore.Tsble from evidentiary affidavit of Joel S. Berke in Rotrifocz v. Sax Antonio School Dietrich!

DISPARITIES AND NEED

While disparities may in themselves raise questions about the equity
of school finance we believe they are relatively unimportant in and
of themselves. Disparitims become inequities in our eyes only when
they are related to concepts of educational and fiscal need. To the
authors of tbis paper, an equitable system would be one in which
greater educational resources would be allocated to those students
who come to school with the greatust learning problems and the
greatest social disadvan Equal educational opportunity, in other
words, means to us an taalteccation of educational services that is in-
tended to make it possible, at least insofar as schools are capable of so
doing, for pupils from low socioeconomic backgrounds to compete
equally for higher educational and job opportunities with those who
come from more advantaged walks of life. Our reading of the cur-
rent allocation of educational services suggests that this is not the
prevailing pattern and that indeed the prevailing pattern is one which
may best. be descriged as one in which "them as has, gits."*

THE SPECIAL FISCAL PROBLEM Ot LARGE CENTRAL CITIES

The mismatch between educational resources and educational and
fiscal need for those resources may be seen most clearly in the large

Furthermore, not only do we maintain that the distribUtIOn of educational
services denies equal educational oPrartunity; we maintain that the costs of those
services take a greater toll from those less able to pay than it does from those
who are better oft. Por purposes of this paper We will confine our analysis to the
comparative fiscal capacity among jurisdictions Father than among individuals,
but we believe analysis would sbOw that the Same pattern bolds for individuals
as well as for jurisdictions.

:
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central cities of the Nstion, particularly those in the Northeast and
Midwest. This is not to say that other areas, some suburban and some
rural, do not exhibit some of the same problems facing central cities.
What does seem clear, however, is that the problems are sharpest and
most easily seen in the older metropolises of the Nation.

There is a rather substantial literature that documents the rela-
tionship between low income and ethnic minority status on the one
hand and educational disadvantage on the other. In terms both of
nonwhite population and proportion of low-income families, large
central cities lead their surrounding areas by substantial proportions.
In the 37 largest metropolitan areas, central cities average better than
20-percent black population, while the outlying areas have approxi-
mately 5 percent. The percentage of nonwhite students in the selools
is considerably higher than that in the general population in the cities
due to the high proportion of white students in nonpublic schools and
because of larger proportions of nonwhite families with children in
core cities. The results may be seen in Table V. While Chicago, for
example, had a 28-percent nonwhite population, it had a 52-percent
nonwhite public school population; Washington. with a 66-percent
general population proportion nonwhite had an 88-percent nonwhite
school enrollment.

TABLE V.Nonwhite population contrasted with nonwhite school
enrollment for 15 largest cities: 1960-65

Iln percent)

Percent nonwhite of total
population

Percent nonwhite of school
population

City 1980 1963 I 1900 1963

New York 15 18 22 28
Chicago 24 28 40 52
Los Angeles 17 21 21 21
Philadelphia 27 31 47 55
Detroit 29 34 43 56
Baltimore 35 38 .50 61
Houston 23 23 30 34
Cleveland 29 34 46 49
Washington 55 66 78 88
St. Louis 29 36 49 60
Milwaukee 9 11 16 21
San Francisco 18 20 31 43
Boston 10 13 16 26
Dallas 19 21 26 27
New Orleans 37 41 55 63

Nonwhite figures based on 1900 ratio of Negroes to total mowhite p3palati on applied to 1966 Negro
population.

Source: U.S. Department of Health, Education, and Welfare, Office of Education, National Center for
Educational Statistics, Division of Statistical Analysis, Reference, Estimates and Projections Branch; and
Seymour Sacks, Educational Finance in Large Cities, forthcoming (Education in Large Cities Series), Syra-
cuse University Press, 1970. U.S. Bureau of the Census: Statistical Abstrad of the United States, Mt, 89th ed.:ashingtort. __MS- -

rain: Alan . Campbell and_von The States and the Urban Crises, Etna tglewood Chffs:
Prentice flail, 1970 p. 10.

14
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Concentrations of low-income families whose children tend to have
lower school achievement levels also constitute a higher proportion of
central city populations than suburban populations. While the variety
among sub-urils is marked. the general tendencies come through lona
and clear. Particularly in the largest metropolitan areas of the North-
east and Midwest, considerably higher proportions of families earn
under $3.000 in central cities tlian in the rest of the metropolitan area.
In short, students who are apt to present special learning problems and
whose education presumably requires higher resource inputs in terms
of teaching and counseling time and special programs to compensate
for environmental disabilities are present disproportionately in city
populations.

Cities also must pay higher prices for educational goods and serv-
ices. Land acquisition costs. insurance rates, vandalism expenses. and
nonprofessional personnel costs all reflect higher costs of living in cen-
tral cities. But bulking largest in school budgets are costs for instruc-
tional personnel, and here a combination of factors has pushed central
city costs well above those in suburbs. Several studies are currently in
progress which will document this phenomenon. but its elements may
be stated although the tables are not yet available for release. Teacher
unions hare increased urban salaries at a faster rate than salaries in
outlying regions, particularly by shortening the time required to reach
maximum pay rates. Thus, although starting salaries may be com-
parable. cities have higher average teacher costs because there are
fewer steps in the imward scale. A second phenomenon. that of the
upward pressure exhibited because of greater

ipublic
emnloyee union-

ism in noneducational services, also has itq mpact S._initationmen.
firemen. police, civil service employees all bid lip public pay scales in
cities in a familiar round of "look.how much the are getting."
In saburban areas, this militant competition is far less prevalent be-
cause of lower service levels and less union organization.

TABLE VI.Per capita total expenditures, 1957-70

1957 !WO

Central cities of Areas In metro- Central cities of Areas in metro-
standard metro- politan areas standard metro- polltan arras

polltan stalls- outside the cen- polltan ?statis- outside the cen-
tical areas t.-st cities I tkal areas tral cities

Northeast:
Washington, D.0 $239 $131 $I, 006 $42.5
Baltimore, Aid 199 142 638 349
Boston, Mass 273 181 531 365
Newark, N.J 243 181 735 441
Paterson-Clifton-

Passaic, N.J 1:55 187 381 381
Buffa!o, N.Y 193 210 528 520
New York Can N.Y.__ 257 260 894 644
Rochester, N.Y 200 196 699 548
Philadelphia, Pa 165- 138 495 325
Pittsburgh, Pa 188 128 450 309
Providence, ILI 160 99 392 265
See footnote at end of table.
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TABLE VI.Per capita total expenditures, 1957-70--Continued

1067 Ion)

Central dties of Areas In metro- Central cities of Areas in metro-
standard metro- politan Inas standard met:o- poUtan stem

polltan stub- outside the ten- poUtan stalls- outside the ten-
tical mess tral tin& tical arras trill Ms I

Midwest:
Chicago, III 202 142 473 352
Indianapolis, Ind 178 107 355 306
Detroit, Mich 202 200 474 462
Minneapolis-St. Paul,

Minn 185 188 540 520
Kansas City, Mo 186 112 485 347
St. Louis, Mo 149 124 463 292
Cincinnati, Ohio.-_____ 246 117 761 262
Cleveland, Ohio 183 193 512 371
'.3olumbus, Ohio 166 156 398 290
Dayton, Ohio 167 129 434 285
Milwaukee, Wis 229 210 562 456

South:
Miami, Fla 226 169 481 887
Tampa-St. Petersburg,

Fla 159 89 362 300
Atlanta, Ga 158 100 .554 315
Louisville, Ky 162 114 508 302
New Orleans, La. 163 120 334 325
Dallas, Tex 184 118 352 379
Houston, Tex 155 M7 30.5 307
San Antonio, Tex.._ _ _ _ 113 104 244 2.58

West:
Los Angeles-Long

Beach, Calif 267 203 624 529
San Bernardino, River-

sidet Ontario, Cglif__ 296 192 624 52)
San Diego, Calif 191 189 484 472
San Francisco-Oakland

Calif. . 223 230 768 596
Denver, Colo 214 147 502 306
Pcrtland, Oreg 203 131. 486 328
Seattle-verett, Wash__E 174 142 524 471

Total 196 155 523 384
(212) (170) (600) (419)

1 That is the suburban ring.

Higher costs in the schnol system are but a part of the overall finan-
cial problem of the central cities. Perhaps their greatest problem in
raising educational revenues derives from the far higher costs they
must bear for general public services than much less densely populated
areas. The roll of urban public needs need not be called let some sim-
ple overall statistics summarize. While central cities m the largest
metropolitan areas average $600 per capita in total local public ex-
penditures for all services, outside central city area total expenditures
in those metropolitan areas average only $419 per person. (See Table
VI.) Thus the tax dollar in the city must support a far heavier burden
for noneducation services in cities. Education dollars are, therefore,
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far harder to raise than in suburbs. The result is that while roughly
30 percent of city expenditures are educational, suburbs devote more
than 50 percent of their budgets to their schools. (See liable VII.)
There seem to be at least two implications of this situation. Most
obviously, the pressure for "general public services makes it more dif-
ficult for cities to mezt them pressing educational needs than for the

bu rbs.

TABLE VII.Education expenditures 08 a percent of total expenditures,
1957-70

1957 1970

Central cities at
standard metro-

politan statts-
tic& arras

Areas In metro-
politan areas

outside the 0.11-
tral cities

Central cities of
standard ,rtetro-
politan stalb-

tical areas

Arras In metro-
polltan areas

outside the cen
tral cities

Northeast:
Washington, D.0
Baltimore, Md
I3oston, NIass
Newark, N.J
Paterson-Clifton-

Passaic, N.J
Buffalo, N.Y
New York, N.Y
Rochester, N.Y
Philadelphia, Pa
Pittsburgh, Pa
Providence, 11 I

Midwest:
Chicago, Ill
Indianapolis, Ind
Detroit, Mich
Minneapolis-St. Paul,

Minn
Kansas City, Mo
St. Louis, Mo
Cincinnati, Ohio
Cleveland, Ohio
Columbus, Ohio
Dayton; Ohio
Milwaukee, Wis

South:
Miami, ria
Tampa-St. Petersburg,

Fla_
Atlanta, Ga
Louisville. Ky
New Orleans, La
Dallas, Tex
Houston, Tex_
San Antonio, Tex

21
30
19
31

36
27
2.5
27
30
22
38

3 5
30

33

24

30
34
31

27
31
28
22

31

30
35
38
28
35
42
43

64
50
37
49

52
47
54
47
52
50
so

70
57

57

61

49

44

51

47

60
61
41

41

56
53
62
33a
67
84

26
35
26
29

37
31
24
32
3:5
34
35

41
37

38

33

29
35

45
41
33
38
33

42

45
39
4S
38
40
46
50

57
62
49
47

52
50
52
59
63
58
55

57
63

56

53

.55

60

57

50

62

64

55

52

54
61
70
38
56
60
77

See footnote at end of table.
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TABLE VII.--edtiontion expenditure; as a percent of total
expenditures, 1957-00Continued

1167 Ivo

Central titles of Area. In metro- Central cities of Areas in metro-
stamtani metro- politsr areln standard metro- Paten grew

politan stalls- outside the cern- politon slat's- ontskie the (ero-
tical anus tral cities t ties! areas tral cities I

West:
Los Angeles-Long

Beach Calif 37 46 31 43
San Bernardino, River-

side, Ontario, Calif 50 42 42 44
San Diego, Calif 38 48 38 48
San Francisco-Oak-

land, Calif 29 49 27 44
Denver, Colo 34 50 34 64
Portlandz Oreg 37 61 39 65
Scattle-Everett, Wash.. 33 61 29 38

Total 32 53 36 56
(29) (51) (31) (53)

I That la the suburban ring.

But more important for the workings of school finance formulas, it
suggests that the usual measure of the capacity of a district to support
educational services should take into account this consistent pattern of
municipal overburden. One of the reasons for the lower levels of State
aid that have traditionally gone to central cities has been the fact that
formulas measuring comparative need were based on the per-pupil
value of taxable real property in the school district Since cities tend to
have tax bases equal to or greater than their neighbors when computed
on this basis, equalizing aid formulas helped the outside and rural
areas more than the "richer" cities. But when one takes into account the
greater variety of claims against the urban tax base noted above, real-
istic State aid formulas should use a more meaningful measure of fiscal
capacity if they are to recognize the unique plight of the large cities.
One method is to reduce the effective capacity for education by dis-
counting the tax base by the proportion that goes for noneducational
functions. Another approach is to divide the tax base by total popula-
tion rather than students, thus recognizing that education, like all other
public services, is a public of benefit to the entire community, not
just the pupils, and that Arriicrleasure of wealth relates to all the citi-
zens, not just to students. The effect of a per-capita measure rather
than per pupil is to depress the apparent wealth of central cities and
is another means of recognizing the familiar problem of municipal
overburden.

A third approach to the problem of recognizing the special urban
fiscal problem might be to take into account the greater tax effort of
cities by utilizing thei- Ita 1 tax rate (taxes for all localpublic services)
when computing their effort rather than simply their educational taxes.
The result would be to show that total suburban tax rates for all

.41.4
.
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services were only 80 percent of those in the large core cities. (See
Tables VIII and IX.) To date, however. State aid formulas hare
not incorporated techniques to recognize these urban financial prob-
lems, although they have been proposed for F.Come tinge by fiscal
reformers.

TADLE VIILPer capita tazea, 1957-70

ICC 1970

CvntraI cities of Anms In metro- Central Mies of
standard metre- prgitan areas stan4ard metro-
politan phut"- natal& the ren- polItan !Wit-

Ural ar Iral aties I Heal areas

MIMI In metro-
polltan areas

outside lb* een-
trig cities

Non beast :
Washington. 11.0 $183 $73 $316 $231
Bahimore, Md 105 62 221 195
Bosto Mn, ass 161 116 369 263
Newark, NJ 178 139 352 294
Paterson-Clifton-

Passaic. N.J 118 116 221 278
Buffalo, N.Y 116 112 236 238
New York Qtv, N.Y__ 167 153 384 356
Rochester, N.¶' 122 119 272 240
Philadelphia, Pa__ 113 74 250 180
rittsburgh, Pa 113 68 294 161
Providence, ILI 109 73 196 165

Midwest:
Chicago, Ill 138 99 244 251
Indianapolis, Ind 106 68 228 151
Detroit, Mich 127 95 255 210
Minneapolis-St. Paul,

Minn 115 75 227 152
Kansas Qty, Mo 105 69 253 157
St. Louis, Itlo 98 75 267 174
ancinnati, Ohio 137 65 251 134
Cleveland, Ohio 106 98 296 230
Columbus, Ohio so 72 198 162
Marton, Ohio 126 52 264 143
Milwaukee, W'm 126 104 306 179

South:
Miami, Fla 132 94 221 160
Tampa-St. Petersburg,

Fla 78 47 170 95
Atlanta, Ga 98 44 252 122
Louisvilk, Ky 92 59 181 119
New Orleans, La 62 38 148 93
Dallas, Tex 101 43 211 107
Hcuston, Tex 85 70 181 172
San Antonio, Tex 54 26 102 77

West:
Los Angeles-Long

Beach, Calif 155 102 329 272
San Bernardino, River-

side, Ontario, Calif 141 81 261 257
San Diego, Calif 93 76 206 198
San Francisco-Oak-

land, Calif 140 111 436 305
Denver, Colo 131 68 272 180
Portland, Oreg 135 66 260 153
Seattle-Everett, Wmh 81 48 203 163

Total 117 80 258 190
(132) (93) (289) (223)

2 That Is the suburban ring.

$7
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TABLE IL-Taxes as a percent of income, 1967-70

Northeast:
Washington, D.0
Baltimore, Md
Boston, 1VIass
Newark, N.J
Paterson-Clifton-

Passaic, N.J
Buffalo, N. Y
New York City, N. Y
Rochester, N Y
Philadelphia, Pa__ ____
Pittsburgh, Pa
Providence, R.I

Midwest:
Chicago, Ill
Indianapolis, Ind
Detroit; Mich
Minneapolis-St. Paul,

Minn
Kansas City, Mo
St. Louis, Mo
Cincinnati, Ohio
Cleveland, Ohio
Columbus, Ohio
Dayton, Ohio
Milwaukee, Wis

South:
Miami, Fla
Tampa-St. Petersburg,

Fla
Atlanta, Ga
Louisville, Ky
New Orleans, La_ _
Dallas, Tex
Houston, Tex
San Antonio, Tex

West:
, Los Angeles-Long

Beach, Calif
. San Bernardino, River-
, side, Ontario, Calif -..
,San Diego, Calif

, San Francisco-Oak-
land, Calif

Denver, Colo
Portland, Oreg
Seattle-Everett, Wash..

Total

1057 1970

Central cities of Areas !n metro- Central cities of Areas in metro-
standard metro- politan areas standard metro- politan areas
politan statis- outside the een- polltan BMW outside the cen-
Mal areas tral cities t Mal wails tral cities

9. 7 4. 2 11. 3 4. 9
6. 1 4. 0 8. 0 5. 1
9. 2 6. 1 11. 6 6. 4

13. 3 6. 5 10. 1 6. 0

7. 5 6. 1 6. 3 6. 3
7. 2 7. 1 7. 1 8. 8

10. 2 6. 7 9. 5 7. 7
6. 8 6. 4 7. 2 5. 8
6. 5 4. 7 7. 7 4. 7
6. 0 4. 8 8. 7 4. 7
7. 0 4. 7 5. 8 5. 0

7. 4 4. 0 6. 4 5. 6
6. 3 6. 0 6. 2 4. 5
7. 0 5. 3 7. 0 5. 4

6. 3 6. 2 5. 9 4. 0
4. 9 5. 2 7. 5 4. 0
7. 3 4. 2 9. 1 4. 8
7. 7 4. 6 7. 1 3. 9
7. 3 5. 6 9. 6 5. 2
5. 1 5. 2 5. 6 4. 4
8. 0 4. 9 8. 2 3. 6
8. 2 4. 4 8. 9 4. 4

8. 2 5. 5 7. 6 4. 5

6. 3 4. 4 3. 6
5. 2 4. 0 7. 1 3. 3
5, 2 3. 5 5. 7 3. 4
4. 0 2. 5 4. 8 3. 0
4. 8 3. 5 5. 5 3. 2
4. 8 6. 8 5. 1 5. 6

(2)
(2) 4. 0 2. 4

7. 2 9. 4 7. 9 . 6. 8

8. 1 8. 8 7. 6 8. 5
5. 7 6. 4 5. 7 5. 9

7. 8 7. 7 10. 5
6. 8 6. 1 7. A 5. 4
6. 7 5. 3 7. 0 . 4. 5
4. 3 5. 0 5. 1 4. 4

7. 0 5. 4
(7.6) (5. 6)

'I'That is the suburban ring.:
:2 Not available.

The result of all this, is,that despite their more costly student pop-
ulations, higher costs for things that schools must purchase, and diffi-
culty in freeing dollars from other urban functions to use for educa-
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tion, central cities in maily areas spend less than their suburban neigh-
bors and at best do slightly, better than break even. Given the massive
costs which have been estimated for effective compensatory educa-
tional programs,the cities are receiving tiocrrossly, inequitable treatment
in relation to their greater educational and fiscal needs. (See Table X.)

TABLE X.Per capita and per pupil educational expenditures, 1970

1957 1970

Central cities of Areas in metro- Central cities of Areas in metro-
standard metro- politan areas standard metro- politan arens

politan statls- outside the con- politan statls- outside the cen-
deal areas tral cities 1 tical areas tral cities 1

Northeast:
Washington, D.0

26$2221
$244 $1, 325 $1, 021

Baltimore, Md
Boston, Mass 139

215
177

1 , 042
952

960
665

Newark, N.J 216 205 1, 069 1, 030
Paterson-Clif ton-

Passaic, N.J 141 197 849 1, 000
Buffalo, N. Y 165 261 933 1, 155
New York City, N. Y_ _ 215 332 1, 504 1, 419
Rochester, N. Y 225 325 1, 415

31,Philadelphia, Pa 174 293 1, 145 030701

Pittsburgh, Pa 154 180 807 853

Providence, Rd 139 146 1, 000 741

Midwest:
Chicago, Ill 158 199 935 900

Indianapolis, Ind 144 194 735 805

Detroit, Mich 177 261 989 1, 092

Minneapolis-St. Paul,
Minn 154 284 994 1, 033

Kansas City, Mo 169 194 710 776

St. Louis, Mo 176 187 926 842

Cincinnati, Ohio
Cleveland, Ohio 210 195 1, 077 947

Columbus, Ohio 1:13 179 665 688

Dayton, Olio 165 171 801 690
Milwaukee, Wis

outh:
183 250 1, 040 1, 092

Miami, Fla 202 202 1, 058 1, 058

Tampa-St. Petersburg,
Fla 162 162 890 890

Atlanta Ga 218 191 928 827

Louisville, Hy
New Orleans, La 126 123 685 624

Dalla, Tex 142 156 676 684

Houston, Tex 140 185 639 756

San Antonio, Tex 123 198 564 744

West:
Los Angeles-Long

Beach, Calif 193 226 910 ' 900

San Bernardino, River- .
-.

side Ontario, Calif 267 232 , 1, 077 913

San Diego, Calif 186 227 759, 894

San Francisco-Oak-
land, Calif 209 264 722 1, 086

Denvet, Colo 170 195 904 ., 707

Portland, Oreg 188 213 974 938

Seattle-Everett, Wash_ 150 275 938 1, 015

Total_. ' ' ' 183 : .211

:"Tbat ialbe suburban rine.

k

,
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One interesting table drawn from a recent study of New York State
shows the problem graphically. It divides city and noncity school dis-
tricts of similar per-pupil property valuation and shows that in vir-
tually every cell of the table, cities have lower educational tax rates
but higher total tax rates, receive generally less State aid and end up
with somewhat lower expenditures for a pupil population that has
more than twice as many children scoring at least two grade levels
behind the State norm in reading, and more than three times as many
children from families receiving ..k.FDC payments.
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INEQUITIES IN EDUCATIONAL FINANCE OUTSIDE THE LARGE CITIES

While this paper has emphasized the central city problem, we do
not believe that it is the only area of inequity in American educa-
tional finance. School districts outside central cities, both within
metropolitan areas and in more rural regions, exhibit some of the
same patterns of inequity. Table XII is illustrative. A randomly se-
lected sample of school districts in five major metropolitan areas, ex-
cluding; the central city districts, shows considerable disparities in the
level of school expenditures. Far more important, however, is the rela-
tionship between the property valuation of these districts and their
expenditures. With only one minor deviation among all four categories
in five States, the richer the districts, the more they spend on educa-
tion. In short, according to our view that public education should off-
set socioeconomic disparities, to the extent that socioeconomic status
follows the differences in property vahiation in these suburban school
districts, school finance patterns exacerbate inequality of educational
opportunity.

But we have already noted that the inequity in school finance lies
not only in the way it distributes educational services. It lies also in
the way it raises funds to pay for those services. Relying almost ex-
clusively upon the property tax for locally raised revenues, education
is subject to the massive disparities in tax base that characterize
Amerman local governments. Examples of the range maybe seen on
Tobie I* The consequence of such difference is that districts rich in
property may levy relatively low tax rates and yet raise far more pro-
portionately than districts with smaller tax bascs. An example of what
these patterns can produce:may be seen in Table XIII, which draws
upon a random sample of Texas school districts. Taxpayers fortunate
enough to live in the wealthiest districts can raise nearly 10 times as
much with a rate only ball that of the poorest districts. It would be
hard to develop a definition of equity in taxation that could justify
such a system.

*See page 46.
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TABLE XIII.The relationAhip of district wealth to taz effort and tax
yield,' Texas school districts categorized by equalized property values,
equalized tax rates, and yield of rates

Categoriesmarket value of taxable property
per pupil

Yield per pupil
Equalized tax rates (equalized rate applied

on COO to district market value)

Above $100,000 (10 districts)
$100,000 to $50,000 (26 districts)
$50,000 to $30,000 (30 districts)
$30,000 to $10,000 (40 districts)
Below $10,000 (4 districts)

$0. 31
. 38
. 55
. 72
. 70

$585
262
213
162
60

Source: Policy Institute, Syracuse University Research Corp., Syracuse, N.Y. From evidentiary
affidavit of Joel S. Berke in RodrIguez v. San Antonio.
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Chapter II

THE EMERGING LEGAL DOCTRINES
AND THEIR IMPLICATIONS

The causes of the ineq,uit3r that we have traced are easy to identify.
First, States have created school districts with capacities to raise reve-
nues for education that vary from district to district and bear little
rational relation to the educational needs of different pupil popula-
tions. Second, State aid formulas, while nominally equalizing, have
failed to compensate for the inequitable patterns of taxable property
and eduOational need. While these problems have been recognized for
some time; hardened political coalitions have protected the self-interest
of communities that have benefited from the current system. Since
August 30, 1971, a new hope has inspired those who have sought to
revise the present systems of educational finance. For on that day, the
prestigious Supreme Court of the State of California held that the
system of State educational finance was unconstitutional because it
"invidiously discriminate[d] against the poor [by making] the qual-
it3r of a child's education a function of the wealth of his parents and
neighbors." While Serrano versus Priest has not furnished guidelines
as to what type of educational finance system will satisfy the Constitu-
tion, it has made clear that the quality of education may not be a func-
tion of variations in local wealth.

If Serrano becomes the la* of the land, and to date it 'has been
adopted as the appropriate interpretation of the 14th Amendment in
Federal courts. in-.11Iinnesota and. Texas to invalidate State school fi-
nance laws

'
the alternatives open to legislatures would seem to include

at least thefollowing:
1. Full State assumption of the costs of education.
2. Power equalizing State aid, i.e. State aid designed to corn-

yensate for:disparities in. local tax bases so that at any level of
effOrt every Community Would raise the same amount of money
-per pupil through the combination of locally raised revenues and
compensating State aid. ,

, 3. Redistricting,sehool districts in such a way that all had equal
. property valuation . ,

4. Revenne .distribUtion systeMS that insured that educational
expenditures were either equalized in, ,absolute terms or were dis-
.1tributed in prOportion to; a1e riterii. Such as ,edueational need.

While the authOrs of this paper have themselves beeivitPart of study
teams that have sought 'to develori State syStems of fmanee that would
utilizemeasures Of educatiOnal need of'a compensatorY nature, we fear
that the direction that change may take in the post-Serrano period

(65)
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will be that of providing essentially equal expenditures for all chil-
dren financed from a broad based statewide tax system of proportimial
rather than progressive rates. Despite the widespread enthusiasm that
the Califorma, Minnesota, and Texas cases have raised throughout the
Nation, it is our belief that finance reform of the type just described
will not result in removing the major inequities in American educa-
tional finance and on the contrary may well exacerbate the problems
of a substantial proportion of urban schools.

ErrEcrs or STATE ASSUMFTION OF COSTS AND EQUAL PER PUPIL
REVENUE DISTRIBUTION

Our analysis consists of applying a system of the type described
above to the central cities of the 31 largest nwtropolitan areas. To
evaluate the tax implications, we have calculated the total cost to the
State of assuming the local share of educational revenues for the State
in which the city is located, allocated the burdens of paying for those
coSts on the basis of the proportion of the State's disposable income
located in those central cities, and shown the tax burden for education
in those cities as a percentage of income. While the tax model we have
posited would use an income tax of Proportional rather than progre.s-
sive rates, essentially the same results would have resulted from any
broad hased, nonprogressive tax such as a statewide sales,or property
tax. As Table XIV indicates, the results are rather sobering for those
concerned about the urban financial crisis. In three-fourths of the cities
in these large metropolitan areas, school taxes would rise, and of the
six. exceptions :to tlus tendency, three are located in a single State,
Ohio, and in a fourth the tax rates .would remain virtually the same.

The .expenditure implications, however, are even more jarring..For
this .nspectef the analysis. we have assumed that the loCal share of
revenues assunied by the State would. be redistributed on an; equal
per-pupil basis through the State.. ,(While we have not taken into
account: the State. and. Federal shares of. revenue in this study, we
are. confident that the patterns-wonld be essentially, the same based
upon the pattern of expenditures noted:in the earlier section. of .this
paper.) Columns three and four show the results. .Nearly .twice as
many central cities would receive lower expenditures from the States
under equal statewide per-pupil 'distribution. of .funds 'than they pres-
ently receive under The existing revenue structure'. In a number of
dases; for eXample New York. City, the proportion of income taxed for
educational 'purposeS,WOUld rise. froth 2.5. percent' tO .3.1 pereent, yet
the expenditures' froth lOCal sources Mit were $694 in .the 1970 school
year would drop under .an equal Ter:pupil statewide rediStribntion
tif the State: assfuned lotal §luireto'$636. Iri'short, not only. would New
York be paying more, imdei equal per-pupil st4teWide redistribUtion,
it,WOuld be reeeiving less. '`. ' ' '

'Tlie last column mi. Table' XIV 'thakeS 'another .di sting) ing. .poiiit. It
showsiWliar the load' expenditnireS he Were Cities tO. 'apply the
new statewidetax:tates; to their.ta2 base :antt keep,-,the. resultirik :reVe-
iinesJorroehool ,purposes -instead. 'of paying, them:into the 'State:pot.
6bl-1min...fifths of -the.- eases in the,largest 37: metropolitan: areas;..cities

,,;

CC
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TABLE X IV.-Taz effort and expenditures implications under State
assumption and equal per pupil distribution

Percent of income taxed
for school purpowx- -

Under
State

MO assumption

Local expenditures per pupil

1070

Statewide
MUI

expenditures

Local
PS peraltures

under
statewide
tas rate

Northeast:
Baltimore, Id 3. 4 3. 7 $444 $538 $486
Boston, NI 1 i$1; I 0 5 3. 0 522 632 741

Newark, N.J 3. 4 3. 8 587 707 648
Paterson-Clif ton-

Passaic, N.J (I) 3. 8 (2) 707 707

Buffalo, N.Y 1. 6 3. 1 347 636 662
New York City, N.Y.. 2. 5 3. 1 604 636 863
Rochester, NA' 3. 0 3. 1 697 636 i 27
Philadelphia, Pa 2. 0 2. 7 444 446 593
Pittsburgh, Pa _ 2. 5 2. 7 596 446 6.50

Providence, R.1 2. 9 2. 8 701 477 678

Midwest:
Chicago, Ill 1. 4 3. 3 307 600 754
Indianapolis, Ind- _ 2. 4 2. 8 415 377 .495
Detroit, Mich 2. 1 2. 9 439 396 589
Minneapolls-St.

Paul, Minn 2. 3 3. 3 582 429 835
Kansas City, Mo-- _ - (2) 3. 0 (') 408 428
St. Louis, Mo 2. 7 3. 0 422 408 469
Cincinnati, Ohio-__.- 4. 6 3. 4 677 490 499
Cleveland, Ohio 4. 8 3. 4 749 490 530
Columbus, Ohio 3. 0 3. 4 479 490 546
Dayton, Ohio 3. 7 3. 4 632 490 568
Milwaukee, Wis 3. 4 4. 3 599 573 708

South:
Miami, Fla. (Dade

County) 1. 6 1. 8 287 383 324
Tampa-.St. Peters-

burg, Fla 1. 3 1. 8 222 383 . 315
Atlanta, Ga 2. 4 1. 5 395 175 350
Louisville, Ky 1. 6 1. 0 341 191 343
New Orleans, La_ _ _ _ 1. 5 1. 9 261 212 325

Dallas, Tex 2. 2 (2) 275 409
Houston, Tex 2. 2 (2) 275 384

San Antonio, Tex 2. 2 (I) 275 259

West:
Los Angeles-Long

Beach, Calif 2. 9 (3) 433 531
San Bernardino, River-

side, Ontario, Calif 2. 9 (2) 433 , 403
San Dzegol Calif 2. 9 (2) 433 423
San Francisco-

Oakland, Calif _ _ _ _ 2. 5 2. 9 709 435 - 817
Denver, Colo 3. 3 4. 3 667. . 507 864
Portland, Oreg 2. 3 ', 2. 0 442 672 980
Seattle-Everett,
. Wash 1. 7 2. 3 t ; 436 : .328. 608

Local revenues that would be generated if the statewide rates were applied but the revenues Mised by
those rates were retained for local expenditure.

2 Not compiled.
, .
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would have had. higher -revenues than they receive..under .it-; State per-
pupil distribution of the fOrnierlilOcally raised revenue.. What' is oc-
curring, then, is that under our revenue-expenditure model, educa-
tional resources are beina redistributed from large cities to other parts
of the. State.. The .reasonb for this pherionienon lies in the analysis al-
ready discussed in the first section of this paper, which showed that
City: tax rates for education were lower than in the surrounding areas
because city tax rates for all gOvernmental functions combined were
'higher in other parts of metropolitan areas. The explanation for the
expenditure effects has also been shown: City educational costs are
considerably higher than those in other parts of the State; and, While
expenditures i citieS'are not as high as their added coSts andgreater
educationar ineed requires, they are higher than expenditures n rural
areas and in some suburban areas. Certainly, city schoohixpenditures
itSually are:above thestatewide.average of districts, and thus citieS lose
or only break even in plans that have 'eqUal per-pupil expenditiires
throughout the State,,or which 'level tui!'.,to the State average.:
, To show the impact'of our tf,:x4experditure model on cities and, their

Suburbs, weiook a random selection of 13-bf the 37- largest. mettcopoli-
ta'n areas, and looked' at a large central City and its suburban' cOMity.
,(We were -unable to ..complete ,calculations for the entire 011tside..Cen-
tral city area.) Table. XV displays the icomparativer tax rate effect
lir six of the 'eight large cities in the N4theast and -Midwesti' suhtre-
ban taxes would rise under State assumption, but the rise...NV.01d bo
markedly less than in the citieS. in most cases. Both area§ *Odd. be
:redistributing to non-Metropolitan areasor to the least urbanized .por-
g?iris of metropolitan itireas. In the South-the tax impact'of statewide
tiSSumptiori ,Would perinit the Siiburban Connties in both,inetroPolitan
areas to reduce tax effort for eduCation, while the cities woUld get either

lesser degree of tatfelief or 'ndne at all.ln the West, all three ciiies
would have their tax effort increased, while that would be..the easfor
only one suburban county. ,

TABLE XV.-Local:#Chool taxeffort (tares as a percent of ineoine)

t' I

On, 1970 city
tax effort

1970 State !Lump-
Xubuthan tiopaild tax
tax effort , effort

Northeast:
Boston, Mass.-Norfolk

I .. Newark; ' N.J.-balance Essex
New York City, N.Y.-Westchester

'Midwest: :
:. Indiana'polis, Ind.-balance Marion__ -_

Minneapolis, Minn.-balance Hennepin__
St. Louis; :Mo.-St. litiitis
Clevelank Ohio-Valance Cuyahoga_ ___J .
Milwaukee, Wis.-billance Milwaukee__-.:

South:
Atlantv. Ga.-balanek Fultonj: ':. ', '

LouisvIlle, Ky.-balancP :efferson
Westo:

akland, Calif.L'Alarrieda'
Denver, Colo.-Jefferson
Seattle-Everett, Wash

2.
3.
2.

2.
2.
2.
4.
3.

2.
1,

2.
3.
1.

5
4
5

4
3
7
8
3

4
6

7 ;
3
7

:.

'

3.
2.
2;

3.
2.
2.
3:
3.

,

3.
2.

3.

2,

5
5 ,

8.,..
k 1

4 :
5, ,
4 ,.
7
6 . ,

2 ,

3

0
5

i ,,

,

I

.

.

t .1
, ,3. 6

,!; 3. 8
1 r, 3. 1

, 2. 8
0, 3. 3

3. 0
;, ( 3. 4
; :-. .4. 3

0 1. 5
1. 8

2. 9
4: 3
2. 3
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Table XVI shOws the conlparatiVe central city-suburban expenditure
results. The first two cOlunins Show the Norther, St and Midwest phe-
nomenon of central cities spending somewhat lens than their suburban
counties. (Since this table deals with the sulyirban :areas nearest 'the
central cities, it omits the rural portions of rn.otiopolitan areas which
depressed the suburban expenditure levels in tle analysis in Part I of
the paper.) After equal per-pupil distribution of. the State assumed
local share; the third column shows the new,statewide expenditure levels
from what were formerly local revenues. Only twOof the eight North-
eastern and Midwestern cities gain, while only one suburb does. And
the rates by which the suburbs exceed the State average are substan-
tially higher than in the cities. The last two column§ show what local
expenditures would be, were, the new .statewide tax rates applied and
the revenues.retained in the local jurisdiction. .

.
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The foregoing tax expenditure analysis should, we believe, be seen
as a warning to those who have uncritically hailed the new cases and
proposals that call for State assumption of educational costs by pro-
portional taxes and a reduction of expenditure disparities. Our study
suggests, we further believe, some policy recommendations for State
action :

To devise educational finance plans that will match resources
to need by recog.nizing the higher costs ;

1. of pupils with learning disadvantages ;
2. of areas which have heavier than average fiscal responsi-

bilities;
3. higher than average cost of living levels ; and,
4. that draw their revenues from tax plans that are charac-

terized by progressive rather than proportional rates.
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Chapter III

IMPLICATIONS FOR FEDERAL EDUCATION
REVENUE SHARING PROGRAMS

But while we hope that States will adopt programs in line with the
suggestions we have made, we .aro not sanguine abOut the posibilities.
The record of the States in recognizing the special needs of.urban'areas
Of the higher edticational reqifireMents of educationally disadvantaged,
pupil populations is not noteworth3r. Indeed, is the, small .biit im-
portant share of, educational financing that has been .()111.161.iteil by
the Vederal Goyernment that has been the most effective ,fiscaLcon-
tribUtion to equal educational'opportunity in American schOol finance.
The contrast among two types of Federal aid programs, and iSt.ateiiid
to, education may be seen in Tables XVII and x.vnt:

TABLE XVH.Comparison of Federal aid programs ,and Stäti aid for'
schoal districts in, metropolitan 'cira,§,' 1967'

All areas larger than
500,000 population

St3te
discretionary

FHA I Federal funds t
. t (per pupil)... ;(porpup11)

State aid
(per pupil)

,t,,. '
t!! I 1(1

Cchtrtil 'city: 819.64 .1 e' .S.I1j 44 $284.;29
Outaid6 centtal city; (lc 11. 09, ; ,92., 5470.178,

New,iirprk;., . ;; ;,./,..:.,1, ,!. , h
Cential cit,Y*(17=,5).- '63; 90'

/1-Outiidc ebfittirpity ' '11. 44 '1 i'1494A6'
, .;;;);,:.'-', bon i.tcr

,;);Central.:ciy;,(N.7,4)..
' Otsido 911trq

Michigan: ...t 1.

1).- /

MassaohtlfietWi I

.Centraliçity (1=-1)_
'"Oilt§ida *(14 =Q26)

LH!,

J. " !
".

,12'''?6L.11

i874 15
v7. 86 .

32, 33'
9.5 : ,

t

,)

iit9. ,0111

7o271i
.5.1, , ,,,f

*el r')
7-18.

11: .68

1174,
2(.31) 1,1!,. t

'i238:4a
1371.10

. 236;00
110. 26

.--.1)111

' EA1II, NDA h,hfdcft. wk: i. I " " . ."11.1:4 ."f
Ii " ',; ,,,i

Ih.tt Icd y
):0,,

H ti
Ci ;,//1,'Y 7.);,1 1 .:0).1i; ihj!:

H 1.."1/1 1.11WIE 1!.-'!h.? .111./.1

, 1.1 I;
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TABLE XVIII.Comparison of Federal aid programs and State aid for
school districts in 5 large metropolitan areas based on percentage of

nonwhite enrollment

State discretionar y
Districts in 15 largest SMSA's ranked by - ESEAT Federal funds I

racial makeup (pet' pupil) (per pupil)
State aid

(per pupil)

New! York (number:Of distriets):
nonwhito or,(8) 15 percent

$ !: $30. 89
(36) less than15 percent

nonwhite la-62
Irrouston: , _ t.

(6)"15 i)ereent
rhdre: h - ! 10.t21 !. .;

(8):less than 15 percent ,! , ,

nonwhite , ; 19. 31

De.'.6:(511:.(51:p.o.reent non-w..11-ite:. ., '''. ''-'.1.'.- :v,,' :-, .,.., .:. :!1',f S .; i j, , ?I /....,./... ,-i ,,,.

*' ):*therej_'.....,.... _ '.!...".2',_:.:1;,...L__;... ; '.. '.- '25...85: .'",
; (22) lessIthan!15'percent,1 ., ' ! " - ,, f , , ; i .1.: I, i

., .'norkwhite,....t.i,.....t.:,....-.-.,- -' ..:, ..;;,, p., fl31.. .:
p,istini... ... ,

. ,

(1)' 15 'pereen '0iiihiite
m r / ,!! i 1-i.e. -.3.'33 ' : i".i.-

(24) less than 15 percent 7. 99
L2s Angeles:

(25) 15'percent non'white or
more ' 15: 30

(19) less than 15 percent
nonwhite 6. 28

oi:

10. 48

11.28

8. 35

'.- `-'..
.

8: 07.

; 5. I.3.7. ,

'16. 84-,
12. 79

7. 18

11. 58

S413. 17

1.'123.62

;193. 35

!,

285.'06

69.

26. 08
ill. 19

290.26

236.. 72

ND EA in', VA', Vocational odUcation, lunch and milk.

In the first we show the differential effects on central city and,sub-,

urban-areas of ESEA I, which is distributed on the basis otaioverty
f6rriii1a, as cbinpared with .other Federalprograms which leav& con-.
siderable discretion to thetates in detenniningthe criteria fOr alloca

State ..aid progrf4n4. Clearly, Title Lis the', most: reSPOn.sive

to the urban fiscal crisis and State aid the least. (While figures on this
tabffiiiMo not inelUde nomiietropolitan or rural-areas,. the patterrithere
Wotild show 6.4iiitny high Title I and other Federal aid paythetitfi 'and
greater amounts of State aid in rnral.,areas

VIII showSthe effects of the same programs.on,metropolitan school
districts categorized by race., Here again we note, that Title I i mm'e
resonsive to,,thil aspect oteducational need than; are. State aid. 'sys-
tems. The policy implications, we w6uld 'suggest, are "that eduCational
revenne-shating imist be)iighly 0,mpenS4ory, if it.is to serve the real
needs of education for greater eqUality; of:'edneatiOnal. OppOrtimity.
Title I functions as it doeS because the fOrinnla fOr distribution has
clear requirements that funds be' aWarded in relation to the number
of children from poor families, and it thus recognizes both the fiscal
and educational needs of central city and rural areas. Given the cur-
rent pattern of educational inequity described in Section I and the
ineffectiveness of the most likely results of post-Serrano changes for

/13
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resolving the large city educational finance crisis, we urge a strong
component of attempts to recognized educational need in Federal edu-
cational revenue sharing legislation.

Such legislation might include a larger proportion of aid being
siphoned through the Title I formula or through a formula that would
permit States to utilize statewide attainment or aptitude test results
as a means of focusing resources where the problems are the greatest.
Provisions requiring States to move toward the standard that higher
local wealth may not permit higher educational expenditures would
also be appropriate to even out the disparities which characterize cur-
rent finance patterns. But any provision for educational revenue shar-
ing which would permit States to distribute Federal educational reve-
nues according to the historic patterns of State aid would be disastrous
in our eyes. The existence of the impetus toward change which Ser-
rano, V an Dueartz, and Rodriguez have given are no assuranceas
our analysis indicatesthat new money will be distributed in order to
assure greater quality of educational opportunity or greater respon-
siveness to fiscal need.
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